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PREFACE 


The first five chapters of the book, which deal 
mainly with the past, are based on material collected 
m Holland and India Office, London, in 1927. In the 
chapters dealing with Currency and Population I 
have made considerable use ot material taken from 
my o/? Indian ICmnninn Vrobhin^ (1922) and 

The Popuhitinn of Tmlia (1925) The material has, of 
course, been carefully revised 

For help in the preparation of the volume I am 
lAider many obligations My grateful thanks are 
due to Professor Bhupal Singh for many valuable 
suggestions, to xMr. Bijlsma, in charge of the colonial 
records in the Rijksarchief, the Hague, not 
only for giving me personally all facilities for the 
study of the valuable documents under his charge, 
but for his kindness in getting copies of selected 
documents made for the Punjab University' Library, 
to Professor Chiranjiv a Lai Mathur for reading the 
whole manuscript and critically reviewing it, which 
led to many corrections, alterations and improve¬ 
ments in the text, to Professor H. T. Colenbrander 
of the University of Leiden for more things than I 
can mention here , to Mrs Durga Parshad, without 
whose kind help it would have been impossible for 
me, during my very short stay m London, to get 
together the material used in ^hapt.^r V; to the 
Editors, Indian Journal of Economics, Allahabad, 
Weltwirtschaftllches Archiv, Kiel, and V^irtschafts- 
^^enst, Hamburg, and Messrs. G. A. Gloec’ ..or & Co., 



Leipzig, for permission to use my articles, etc 
publishted by them,^ to Mrs. Horst and the late 
Dr. A. K. Horst, my kind and unforgetable hosts in 
Leiden , to L. Labhu Ram, Librarian, Punjab Uni¬ 
versity Library ; to Mr. Th J. G Lochcr who gave 
me considerable assistance in the interpretation of 
old Dutch , to L. Ram Lubhaya, Librarian, Punjab 
Public Library, and to the Syndicate ot the Punjab 
University who made it possible for me to study some 
of the original sources ot Indian economic history in 
foreign countries. 

Though all possible care has been taken in writing 
and printing, I can hardly hope that all errors in th 
text, or in the many arithmetical calculations invoheU 
in the discussion of present problems, have been 
eliminated, and I shall feel indebted to any reader 
who directs my attention to any such mistakes 


August 1929 


BRIJ NARAIN. 


* Eighty Yeart of Punjab Food-Pncei, 1841—1920, IJE, April, 1926, 
Exchange and Puces %n India, i 13—1924, W A , April, 1926 of the 

information contained in the chapter on Industries and some in sever 
chapters is taken from reports written for W 
* 'liner Vortraege, Bd. II, pp 62—" h' 
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Introduction p. xx. 

Chapter I.—The Ordinary Labourer and the Artisan, 

pp. 1 - 26 . 

The evidence of conlciniK>rar> writers from 1583 to 1638 suggests 
th.it the necessarie-. of life at the end of the 16th and in the firs<^ 
half of the 17th centur> were abundant and extraordinarily cheap, 
1-8 The most common rate of wages for ordinary unskilled work 
in the time of Jahangir was aliout Rs 3, 13 According to the 
prices of the principal food-grains and <//h given in the Ain, the 
rupee at the iHginmng of the 17th century was worth afx>ut 13 
tinus as much as the rupee to-day, 21 Wages of common labourers 
and ariisans m the time of Jaluiiigir, in turns of purchasing power, 
were not lower, and in sonic casts liightr thin the wages earned by 
the same classes at the prtsem timt. 2^ 1 he hand-weaver, repre- 

stnting the largest class of hand-workers 300 years ago, was much 
better off tiian the hand-vveavet to-day, 25 

chapter II.—The Tiller of the Soil pp. 27 - 49 . 

The land revenue under Akliar and in the 17th century was the 

principal, if not the onlv source of Government revenue hence the 
high proportion of gioss produce that it reprcstnted 30 The dm 
suggests that the system w.as not worked with harshness, 31 Th« 
produce of the soil under Akbar and Jahangir was shared between 
two parties only, the State and the cultivator, 32 The average 
yield of land 100 years ago was greater than now, 33 Smaller 
numbers m the absolute sense were ilejicndent on the land and a 
smaller propoition of the total population was supported by the 

land the average holding must, therefore, liave been much larger 

than wliat it is to-dav. 33 W'c arc thus able to understancl tliat the 
cultivator under Akbar and Jahangir paid the value of one-third 
of his gross produce as revenue and still lived to cultivate the 
land, 35 The /ntfoi tenant to-day, even in canal irngated tracts, is 
dec’dedly w'orse off than Akbar’s mltiv’ator, 39 Estimate of agri¬ 
cultural income of ordinary cultivators of the Punjab in 1925-26 
■'f’gross income 131,4 ‘''•ores, net income 77 4 crores, net /><-r capita 
mcome 66 4 rup daily net income from agnculture per 

worker with 2. mas, 40-45 The chief c« he 
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po\crty of the culti\ator is the excessive numbers depeiukiU on 
agriculture, 48 

Chapter III.—The Merchant pp. 50-65. 

Imports Ill the 16lh and 17th centuries consisted mainly of articles 
of luxuiN meant tor the upper classes, 51 Cotton goods formed the 
bulk of the txiiorts, 52 There were thiec great centres of the 
export tiade, Lamliay, Bengal and the Coromatulal coast, 53 De¬ 
mand for Indian cotton goods was not limited to the East African 
coast or tlic Dutch possessions m the I^ast There was a keen 
demand tor tluni m England and Europe, 55 Other articles of 
export were mdigo, silk nianufatture'', iron and steel, opium, hr, 
nijrolialans and diugs 55 The lalance of trade and the balance 
of pajmeiits were m our favour. India then, was a creditor country, 
5t) The export ot gold and silver was prohibitexl under pain of 
death, 57 Our laigv aid puifitahle foreign commerce suggests the 
existence of a numerous and vvealthv meichaiU claNS, 57 This is 
continued liv conte'mporary evidence, 59-65 

Chapter IV.—Indian Shipping pp. 66-84. 

In the 16th and a large part of the 17th centurv a considerable 
portion of our foreign and coasting traele was earned m Indian 
bottoms, 66 Indian seamen were not afraid of putting to sea m 
bad weather, but the essence of Indian, as of European navigation 
m those dajs, was aekiptation to stable seasons and avoidance of bad 
weather. 68 Ships made of Indian tini}>er were well adapted to 

navigation m Indian seas, ‘here are many Indian vcssails tliat in 

shape exceed those that come either out of England or Holland,” 

70 Both the English and the Dutch had some of their ships built 

in India, /I Chief cause of the decline of Indian shipping neglect 
of sca-povver by the Moghul Kings, 72-8 Both the English and 
the Dutch attempted to exclude practically all Indian shipping from 
the coasting and over-seas tiade, 79-81 The question of developing 
an Indian mercantile marine, 82 

Chapter V.—Famines pp. 85-107. 

There is no evidence to show that epidemics and famines ” con¬ 
stantly swept away large numbers " in the 16th or the 17th century, 
or that famines were more frequent then as compared with the 
present time, 85-8 The Moghul Kings were not indifferent to the 
sufferings of the people in a time of famine, 90 A study of prices 
of food-grams over long periods coarse nee m Bengal, 225 years 
(1700-1925), wheat at Farukliabad, 119 years (1803-1921), rice at 
Belgaum, Poona and AhmedaJbad, 98 years (1824-1921), wheat at 
SIX sutions from 1861 to 1921, and wheat and rice in’ India for 
the same period. It is found that penods of abnormally high prices 
do not recur at fixed intervals, 99 
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Chapter VI.—The Rise of Prices after i86i The 
Evidence of Settlement Officers pp. 108-128 

Before the era of ijiIn^ws thtre were Molent fluctuations of puces 
from >car to >ear and great variations in prices in different pi ices 
at the same tunc, IfK) The jum of io<Kl-;^rains at tile piesent 
lime IS governed l)> cauHs wlueli are of vvorld-vvidc siemificincc 
112 The rise in food pne«s in iIk Putij ih Ugaii alter letil in 
several districts of the I’rovinee lii-dur a'se>smciU>. were iinpose*d 
on the ground tint puces li id ri-eii ittir ISol, arel the (vidcnce 
of the Settlement Ollieers e iniiut Ih lightl ignored, llo Review 
of the rise of prices m various disiriets lullindar llh (nijrmwela, 
118, .Amritsar 120, Jhelum, 121 1 udhiana 122 Sliahpur 124, 
Fcro/eivore, 125, Montgomeiv, 126, Kainal Ra-ealpindi and Gurdas.- 
pur 126-27 

Chapter VII.—The Rise of Prices after i86i Statisti¬ 
cal Evidence pp. 129-160. 

Meaning of a smoothed curve, 129 Smoothing inav cause stability 
to appear wheie according to the original dal i there is none HO 
To determine the precise point of time when jiiiees began to rise 
or to fall, the original data, and not the general tiemd should he 
consulted, 134 Toexl prices m the Punjab were lowest in the 
decade 1861-70 Thev rose and fell in suhse<inent \ears hut thov 
never returned to the lowt'st level touched in this, decade, 138 
The failure of prices in e<ach sneets^iec decade to leturn to the 
lowest level touched in the preceding decade shows ‘a marked 
upward tcndnicy ” in the prices of fenxl-giams after 1861, 141 
The most iiniKirtant cause of the rise- of prices was the develop¬ 
ment of communications, 141-43 Other causes inllux ol silver 
from Europe, 144, increase in cost of eiiltivatmn, 145 

Chapter VIII.—The Rise of Prices in India before the 
War and the Report of the Prices Enquiry Committee, 

pp. 161-188. 

The year 1905 marks the beginning of a period of fanune prices 
without famine, 162 The Prices Enquirj Committee of 1910 
found that th* rise of prices in India was greater than in other 
countries, and concluded that it was due to causes peculiar to India, 



VI 


CONTENTS 


163 Proba'blc causes of the rise of prices comparative shortaRC 
of supply, 164, increased demand for commodities, 166, expansion 
of communications, 167, growth of credit, 167, increase in the 
circulation of rupees, 167 The Go\ernmciit of India took the view 
that there was “an almost precise parallelism” hetw'ccn the giovvth 
of population and the extension of food cultivation in 1890-1912, 
but thev agreed with Mr Datta that (1) the extended use of 
credit had an important effect on prices, and (2) there was no 
inflation of the rupee eirculation, 168-69 Crcilit circulation in 
India, however, is small, 171 The rise of prices was connected 
with the nature of our currency system, 174 Before 1893 hoarding 
and melting accounted for about 45 to 50 per cent of the coinage, 
176i. Furthei, in the tnennium 1905-06 to 1907-08 the net coinage 
of siKer exceeded the net coinage in anv periorl of fwr years before 
the closing ot the mints to the free coinage of silver, 177 When 
a country’s currenc\ consists of token money, which is not fully 
com CM tilde into gold for all purposes, the curicncy tends to become 
redundant 177-81 lhat exchange remained fairly stable between 
1899 and 1912 is no proof that thcic was no inllition 181 The 
Prices Enquiry Committee luider-cstimatcd the growth of curiency 
and over-estimated the growth of business, 183-88 

Chapter IX —Indian Prices during and after the War, 

pp 189-203. 

The two chief features of the movements of our prices during the 
War and the two or three years immediately following it are (1) 
greater use in the prices of imported than exixirtcd articles, and 
(2) snuller extent of the rise as compared with that in other 
countries, 189 Prices rose to their highest i>oint in 1920, after 
which they fell, 192 Inflation accounts for a large part of the 
rise in the prices of articles pioduccd in this country and exported, 
196 The rise in the prices ot manufactured goods was m a large 
measure due to shortage, 197 Prices m India are at the present 
tune determined by competition, not custom, 199 The rise in the 
pf-ices of food-grains is not an unmixed blessing to an agricultural 
country like India, 200 


CURRENCY 

Chapter X.—Indian Currency, 1835-1897, pp. 204-216. 

The rupee w-as made a standard com in 1835, 204 Gold coins 
ceased to be legal tender in the same year, but by the proclamation 
of 1841 gold coins struck under the Act of 1835 were recciyed 
into public treasuries, 206 The proclamation of 1841 vyas withdrawn 
in December, 1852, 208 The discovery of gold in Australia and 
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California increased the demand for gold, and Sir Charles Trevelyan 
argued the case for introducing gold into circulation, 208-10 Public 
treasuries were authorised to receive and pay out sovereigns m 

1864 at the rate of 10 rupees, which w'as raised to Rs 10-4 in 1868, 
210 The situation was changed hj the fall in the gold value of 
silver w'huh commenced in 1871 and which (1) increased the burden 
of the lloim Cliarges, (2) tendul to check the investment of 
foreign capital in India, (Ij lowered the gold value of salaries 

paid to rnroptan cmplojccs of the Gosernnient, and (4) made 
foreign ti.ido a gamble in exchange 210-12 Acting on the advice 
of the llorschell Committee the Cjovcrnmcnt closcel the mints to the 

free comigc of sihir in 180J, 214 An attempt w^as made to 

^lahlllso exehangi at I6<f hut exchange continued to fall till January, 
189“? It then ro^t gradualls and ncarK touched 16(/ iii the latte*" 
part of 1897 213-16 

Chapter XI—Indian Currency. 1898-1914, pp 217-225 

ill lowld Conmitfei api'oiiued in 189S recommended *'ia* a gold 
'iiKiird with a gold ciiiienee should he cstahhslud in India The 
I iifbae selnnie tor the intioduction of a gold stiiidard without a 
gold eiiruiiLN w lejicted h\ the Committee, 218 The Govern¬ 

ment aeceiited the reeuinmendations of the Fowler Committee but 
hetueen 1901 and Ihll tlic Indnn ciirreiicv svstcin developed along 
the lines of tin goUl exchange se^tem The chici matters of m- 
teiest 111 our curniiee hI^foI\ in this pernxl are the investment of 
the Ciolel Staiiiiaid Reserve in securities in I ondon, the formation 
of .1 iiipei hiaiuh ot the Gold Standard Reserve (alsolished m 
1914), till diversion in 1907 of profits of rupee coinage for capital 
expenditure on railvva>s ami the sale of Reverse Bills m the ex¬ 
change ciisis of 1907-08. 220-23 The* Chainljcrlain Commission, 
apiKiinleel m 1913, appioved of the measures adopted In Govern¬ 
ment to maintiin the exchange value of the rupee and recommended 
that Govirnmeiit should make a |nihhc notiriC4etion ot their intention 
to s(|l hills in India 011 Lmuion at the rate of L 3 29,'32d whenever 
ashicl to do so 203 J he t oniinisvion did not rce'ommend the iri- 
eieascd use of gold in tile internal circulation, 224 

Chapter XII.—Indian Currency, 1914-1920, pp. 226-238. 

The successful working of the gold exchange sjstem depends upon 
stearliness m the price of silver, 227 The rise in the price of 
silver III Scptcmlxr, 1917, to 55d put an end to our gold exchange 
system, 229 The Babington-Smith Committee, appointed m 1919, 
recommended the raising of the exchange value of the rupee to 
2s gold, 229 The Government accepted the recommendation, but 
the attempt to stabilise cxcliangc at 2^ failed, 231-33 The heavy 
fall in exchange in the year 1920 was accompanied by a heavy fall 
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in the price of Mher, 235 ExchaiiRe am! bullion \alue of the 
rupee from 1873 to 1927 the two moved together in 1873-94 and 
1917-21, 236-38 

Chapter XIII.—The Gold Bullion Standard, pp. 239-260 

The Hilton-\ oung Coinmii>i.ion, appointed in 1925. cmideinned the 
gold exchange ''>stcm ax inautomatic and iiulaxtie and recommended 
tlie adoption oi the gold bullion stanelard. 240 Under thix system 
(1) all foims of token money will he coiuertihle into gold bullion 
foi all purposes (2) a new organisation, called the Reserve Bank, 
will 1 x 1 created to control the entire credit and currency policy 
of the coiintre, thus putting an end to the existing system of 
divided responsibility , (3) the Reserve* Bank will lx: Ixjund by 
Statute to buy and sell gold at rates determined with ri fcrcnce to 
the gold parity of the rupee m amounts not less than 250 tolas, 
241 In pi act ice the Reserve Bank will not lx: calleel upem to give 
gold except for niexietary purposes that is, for export, 242-44 The 
gold Inilhoii standard will e.iriy India fai ilong the re>ad tmeards 
the ideal’ currency s\ stem but m view of the ignorance and 
illiteracy of the masses, a currency praeticallv incoiuertible into 
full value coins for internal purposes is not an ‘ideal’ currency for 
India, 245 It was the conviction of the highest financial authorities 
in India (1925) that the only way of remedying the defects of 
the existing system was In establishing a gold standard with a gold 
currency in circulation, 247 The gold standard plan recomnienfled 
by the financial authorities could not be introduced without the 
co-operation of London and New York, which was not forthcoming, 
251 The steady increase m the absorption of sovereigns into circula¬ 
tion between 1900 and 1914 shows that Iwforc the War there w'as 
a genuine demand for gold for currency purposes m India, 251-57 
Indian public opinion is overwhelmmglv in favour of a gold currency, 
and this is ‘the most solid argument” 111 favour of a gold currency, 
257 

Chapter XIV —Adjustment of Rupee Prices to the Rate 
of Exchange . pp. 261-279 

The Hilton-Young Commission recommended the stabilisation of 
exchange at U (nl mainly l)ecausc they thought that at this rate 
prices in India had attained “a substantial measure of adjustment 
with those in the world at large,” 261 A detailed study of the 
movements of Indian prices in relation to gold prices shows that 
the fall in Indian prices which commenced in 1925 was in sympathy 
with the fall m European gold prices In the first half of 1925 
while prices in the United States remained fairly steady, gold prices 
in Europe fell appreciably, 266-69 In a study of the price move¬ 
ment in relation to the exchange movement it is always desirable 
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to investigate the causes of the rise or fall in the prices of individual 
commodities, 271 Between March, 1924, and September, 1925, the 
gold value of the rupee rose 24 per cent, 272 Out of a total of 
50 articles whose prices are examined, the prices of 12 remained 
unchanged or rose, as regards the remaining 18 articles, in some 
cases (turmeric, sugar, cotton and coal) the fall of price was due 
to causes othe-r than the rise of excliangc, 276 When the price of 
a commodity f.ills at a time when exchange is rising, it is wrong to 
infer that the fall in price must lie due to the rise of exchange, 
276 The rise of exchange in 1922-25 is explamexl by the financial 
j)ohc> of the Guvernnunt, aided as it was b\ goenl monsexins and 
favourable trade labnces, 278 

Chapter XV.—Exchange and Prices Past Experience, 

pp. 280-308. 

A study IS made of tlu relation of prices to exchange from 187J 
to 1924, divided into four periods I 11 \t pirwd, 1873-95 while 
exchange fell IieaviU, prices lo^e to i negligible extent, 281-84 
6iio>i(i Pi nod 1895-98 prices were tending to fall while exchange 
rose 'Init left to itself txehange should have fillin, 284-89 Third 
period 1898-1914 exchange rtinaiiied stable while prices were rising 
rajiulK I o,trill pi nod, 1911-24 the rise ot exchiiige in 1914 20, 
the fall in 1920-22 and the subsequent improvement in exchange are 
lua e'xplaiued by (he relation of Indian prices to prices in the United 
Kingdeim, 2'G-95 The experience of Trance and Italy also shows 
that the thcorv of purchasing power parity is not a complete ex¬ 
planation ot the rise or fall in exchange 296-98 Factors which 
innueiKoel Iiulian exehang. during the War (1) favourable trade 
Ixilaneos, (2) evce'ptioiial ilisbursenients in India, (1) decline in the 
imports of gold and sdver. (4) rise m the price ot silver 299-301 
h'xchaiige fell m 1620-22 owing to iinfavourable agricultural con¬ 
ditions and adverse lulances ot trade 1(M Ihe relation between 
exchange and prices is not simple, 301-07 

POTULVTION 

Chapter XVI.—Movement of the Population, 

pp. 308-317. 

Between 1872 and 1921 the population of India increased 20 iier 
cent, 309 The movement of the population is irregular 1872-81 
small increase (15 per cent) on account of the famine of 1876-78, 
309, 1881-91 a period free from anv exceptional calamity, increase 
96 per cent , 310, 1891-1901 famine and plague, increase 14 per 
cent, 310, 1901-11 “moderate agricultural prospentv," increase 
6 4 per cent , 1911-21 heavy influenza mortality, increase 12 per 
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leading countries with the sole exception of France, 313-17 

Chapter XVII.—Birth and Death Rates and Mean 
Duration of Life pp. 318-331. 

Birth and death rates in India .ire high and they show no teiidenc} 
towards a fall, 318-19 Infant inortaht> is high and shows no de¬ 
finite signs of decreasing, 320 On account of ditTeieiiccs in climate, 
social and other conditions the axerage cxpcct.ition of lite in India 
IS much less than in European countries hut it is rimarkalile that 
the expectations of life m the ca^e of hoth male> and females in 
1911 were at all ages IkIow (host of 1891, 120-23 How the mean 
duration of hte is calciilattil 325-30 The nuamng oi a life-table, 
330 

Chapter XVIII.—Age-distribution. Sex. Marriage. 
Density Urban and Rural Population, pp. 332-343. 

lyf-distnhution takes a pyramidal form The agi-iiyramul in the 
case of India has a \erj broad hast and a \ti> luarrow point, 332 
—Excess of males o\tr ft males in iht total populaUon and 
decrease m the piopoilioii of ftmalts it) malts helwttii 1901 and 
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INTRODUCTION 


The followincf pages contain a study of facts 
and problems of Indian economic life—a study of 
what is known in our Universities as “ Indian Econo¬ 
mics ” Indian economics is a misleading term, and 
there would be advantage in abandoning its use 
altogether. It was introduced by writers who 
supposed that the principles of economics, as they 
are taught in the West, did not apply to Indian con¬ 
ditions. The economic organisation ot an agricul¬ 
tural country must be different from thcit of an indus¬ 
trial country, but the motives to economic activity 
are the same everywhere If economics is a study 
of mankind in the ordinary business of life, as it 
claims to be, and if the motives which lead men 
to engage in the production of wealth in India are 
the same as in Western countries, a study of facts of 
Indian economic life cannot be expected to reveal the 
existence of entirely new laws governing the produc¬ 
tion, exchange, distribution or consumption of wealth 
No such laws have been discovered. There is thus 
no science of “Indian economics ” as apart from the 
science of “ General economics ’’ Indian economics 
IS a study of Indian economic life (facts as well as 
problems) in the light of our knowledge of the 
general principles of economics. 

♦ ♦ ♦ ♦ + 

A country with India’s natural resources should 
be one of the richest countries in the world. The 
fact that India is poor shows that there is need for 

XX 
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lai^re and tiindamental changes m the country’s 
economy. 

The chict problem which confronts us to-day is 
that of the growini^ pressure of population on the soil. 
Ajrricultural research will not solve this problem 
There is only one solution of it—rapid industrialisa¬ 
tion of the country 

There are many amom^st us who think that the 
economic salvation of India lies in hand-wcavin" and 
hand-spinning It is true that for hundreds of years 
the prosperity oi Indui depended upon the skill of the 
hand-worker m the production of cloth and other 
articles But conditions have materially changed 
during the past 150 years The arts of production 
have been revolutionised by power-driven machinery, 
and experience has shown that the hand-worker cannot 
compete with the machine. This unequal competi¬ 
tion IS largely responsible for the present situation, 
and present conditions will continue until Indian 
industries are modernised 

In the gigantic task of industrialisation of the 
country m the modern sense Government must help 
It IS necessary to adopt a national policy in regard 
to manufacturing industries, inspired and guided 
solely by considerations of India’s good. 

A serious obstacle to improvement m the 
material conditions of existence in the case of the 
masses, whether Hindu or Muhammadan, is their in¬ 
difference or inertia, born of the conviction that the 
existing order of things and the place of every one 
in the universe are pre-determined. Those who 
accept such a philosophy of life do not fight against 
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injustice or adversity—they bear them patiently. 
Marx has well said “ Relij^ion is the opium of the 
P£OEle.’’ 

Doctrines of survival and re-incarnation, which 
will be recognised as characteristically Hindu doc¬ 
trines, are spreading rapidly" in the West *■ It will be 
interesting to watch their effect on the lives of the 
people when their logical consequence—fatalism— 
IS also generally accepted. In India a new era will 
dawn when the masses begin to take a less fatalistic 
view of life and realize that a large part of the exist¬ 
ing poverty and, at any rate, some part of the 
existing inequalities m the distribution of wealth and 
income are removable by their own efforts. 

M ^ 

Attention is specially invited to chapters XIV 
and XV which deal with the relation of prices to ex¬ 
change Since the publication of the report of the 
last Currency Commission no question has been more 
keenly discussed in India than that of exchange. 
The 18V. ratio is now a “settled fact,” but from the 
point of view of theory the enquiry is important 
whether Indian prices did, as a matter of fact, adjust 
themselves to the rate of exchange in 1924-25. The 
treatment of the subject by the Currency Commission 
cannot, unfortunately, be described as satisfactory. 
The controversy can be finally settled only by a 
detailed examination of prices of individual com¬ 
modities, such as was undertaken in connection with 

• If one may judge from the evor-increa'iing number of books, journals 
etc devoted to spiritualism published in France, Germany and other countries 
See particularly the works of Allan Kardeo and his followers m France, and 
an article on the subject of re-incarnation in Germany in La Berne SptrUe 
(Paris) for May 1929. 
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the currency changes of the year 1893. So far the 
discussion has been limited to the movements of the 
general index number of prices. 

The results of past experience have also been 
generally ignored. The factors which influence ex¬ 
change are so many and their action is so complex 
that it IS impossible to speak of any precise adjust¬ 
ment of prices to the rate of exch.mge in India at 
any time between 1873 and 1924. Such precise 
adjustment may have taken place in 1924-25, but 
then It IS necessary to show, first, that the actual 
prices of the great majority of the more important 
articles fell when the gold value of the rupee was 
rising, and second (what is more important), that the 
fall in price, in each case, was due to the rise of 
exchange, and not to such causes as a fall in the 
world price, or change in the relation of production 
to consumption in India. 




CHAPTER 1 

The Ordinary Labourer and the Artisan 

PeLaert has given a very unfavourable aceount of the 
economic condition of the common people in the time of 
Jahangir He says 

“ But the common people or the inhabitants of the country are poor 
They have always boon plagued by tho gnawing worm which has consumed 
them so that they have nothing inoie loft than nubsistonco, or what is re 
quircd to fill their stomachs 

In tho Remonstmntn> the common people are called 
“pool vvietches” and “contemptible earthworms,’' who lived 
in “bitter poverty, clothed with the woeful garment of 
sighs, tho foe of love, friendship and happiness, but the 
friend of loneliness, wet with the daily dew of tears” * 

Moreland in From Akhar to Aumngzeh quotes long 
passages from tho Remomtmntie and other evidence in 
support of this view, and finally concludes — 

“We boo the mass of the population living on the margin not of comfort 
but of bare subsistence, wiOi no inccntne to energy and no possibility of 
escape except by emigratior in one of tho two forms which were then within 
reach—either flight to some region where for the moment conditions seemed 
to be more favourable, or surrender of personal freedom in return for a 
promise of subsistence m some foreign countrj Such was the position in 
years of normal production 

The lot of the common people must have been terrible 
if even in years of normal production they were foiced to 
sell themselves into slavery m order to earn a bare subsis¬ 
tence. 

I do not propose to extend my enquiry much beyond 
the reign of Jahangir. It is possible that at the time 
when Benner visited India (1(356-68) the ground “was 
seldom tilled except under compulsion,” and the whole 

* This statement is made in the concluding portion of the Dutch original 
of De Laet’s FragmetUum Hxatonae Jndtae The Dutch version has been 
trandated by the present writer and will be shortly published 

• p 64. • p. aog. 
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country became a desert. In any case, for the last two 
decades of the 16th and the first quarter of the 17 th 
century we have much trustworthy evidence to show that 
India was a eountry where in normal years there was 
extraordinary plenty and living was cheap, and given the 
wages that the common labourer and artisans, according 
to all accounts, earned, they must have lived in comfort. 
We shall deal with the peasant class separately. 

Money wages at the present time are much higher 
than 300 years ago But money wages mean very little. 
What matters is what money purchases And the pur¬ 
chasing power of money, according to the accounts of 
European travellers who visited India m the latter part of 
Akbar’s reign and during the reign of Jahangir, was so 
great as to be almost incredible 

The Dutch traveller Linschoten, who spent five years 
in Goa, (1683-88), describes Cambay as abounding in all 
“kinde of victuals, as corn, rice and such like graine”, 
butter and oil, with which Cambay supplied the neigh¬ 
bouring places The whole coast of Malabar was "fruitful 
of all things” and "a very greene and pleasant lande to 
beholde 

A later writer. Van Twist (1638) refers to the excep¬ 
tional fertility of Gujrat in similar terms Mandelslo, who 
visited Gujrat in the same year, confidently affirmed that 
there was “no place in the world where a man might 
live more deliciously” than Ahmedabad * 

Linschoten’s account of plenty in Bengal reads almost 
like a fairy tale. Of nee, he says, there never was any 
want in Bengal, and it was exported to other places. The 
price was low “a candit (#«c) of Byce, which is as much, 
little more or less as fourteene bushel les (of Flemish 
measure), is sold there for half-a-Gilderne and (for) half-a- 

* Trs of 1698, Hak Soo Ch IX and XVI. 

* Travels mto Indies, Trs. 1669, p 26 
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Dollar.” This is equal to 600 lbs. for a little more than 
a rupee The price of an ox or a cow was 1 Lanjnf or 
half a Gihierne (about 7^ annas in modern currency). 
Sheep, fowl, sugar and other things were sold at the like 
rate—in fact all things were “so good cheape that it were 
incredible to declare”, in Linschoten’s own words ^ 

Bengal was always noted as a land of exceptional 
plenty The African traveller Ibn Batuta, who visited 
Bengal in the concluding years of the reign of Muhammad 
Tughlak (1326—61) was astonished at the cheapness of 
provisions there One could buy in Bengal 333 Kg. (734 
lbs ) of rice for 3 shillings m modern currency or Rs. 2^, 
or 367 lbs for a little more than 1 Re “Still I heard people 
deckle,”says Ibn Batuta, “that this was an extraordinarily 
higli pnee m view of the conditions there” * That may 
well have been so, for about 240 years later, according to 
Linschoten, about 500 lbs could be purchased for a little 
more than 1 Re 

As regards cattle Linschoten says “There is over 
all India great store of cattell, as oxen, kme, sheepe, 
hogges, kids and such like, and vene good cheap (and) m 
great aboundance ’ ^ The price of the best cow in Goa 
was 6 or 6 Pardawes, or 8 to 10 rupees. 

‘Trs 1598, pp 300-301 ’So also Van Twist about the abundance of 
cattle in Gujrat, Gcneralc Bcschnvmghe van Indien, (1638), pp 62-64. 
’aizik, 382 and n 

t Ant Schorer, gi\es the \alue of the “ Larnjn ” as 9 stui^rs 20 stui- 
vers were equal to one guidon, and 24 stuners to a rupee One Lanjn would 
therefore be equal to 9/20 gulden or about half-a gulden = 7i annas 

It will be noted that the value of the Larin at the Coromandal coast 
was the same in 1616 as about 30 jears before, when Linschoten visited 
India The Dutch factor Van Twist describes a Larnjn (p 58) as a Persian 
coin, long in shape, made of fine silver, without alloy, equal to 16 Dutch 
stuivers “or according to the [prevailing] rate of exchange ” 

Candit in the Trs quoted above is Candd in the Dutch Ed of 1910 
Candy must be meant On the Malabar coast, a candy was equal to 600 lbs , 
on the Coromandal coast, at Petapolie, it was equal to 20 maunds of 26 lbs 
^^aberdepoise,” or 620 lbs avoirdupois (Eng Pact 1618-21, pp 70-1, 262, 

The original reads “voor een fialve gtUden ende eentn halwn daddtr ”— 
for half-a-gulden and half-a-daelder, not or. The daelder is the Bijksdaalder 
equal in value in 1660 to SO stuivers, ( Woordenboek) The pnoe therefore 
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jifot less incredible is the account of plenty in Cochin 
at the beginning of the 16th century : 

(The Portuguese Viceroy, D Francisco D’Almeida, wintering his fleet in 
CochinV* Thus for a vinten of silver you got in change 20 silver coins that 
thej cill Taras, something like the scale of a sardine, and for such com they 
gave you 12 or 16 figs, or 4 oi 5 eggs, and for a single vinten 3 or 4 fowls, and 
for one tara fish enough to fill two men’s bellies, or rice enough for a day’s 
victuals, dinnci and supper too ” (Correa, i 624). 

Tara is defined in the Madras Glossary as a copper 
coin, value pies ” According to Varthema (1510), in 

the Kingdom of Vijaynagar, 16 taras were equal to 1 
fanam. If we take 16-18 fanam equal to 1 pagoda ( = 3 
mpees), the value of a tara is 2-2^ pies, or less than 1 pice ' 

IS 15 /'/iMi 10 or 25 stuivers, or a little more than one rupee for 500 lbs, of 
rice 

The Dutch ichepel (bushel) was equal to i mud, which was an old 
Dutch measure of capacity for liquids as well as corn equal to 60-70 Kg 
fSt(m'ng,91) The bushel is therefore = 15-17i Kg , and 14 bushel - 210-245 
Kg which (i Kg =2 205 lbs )=463-540 lbs , or a little more or a little less 
than the candy 

Pardo Its value at this time was 4 s 2d to 4s 6d (Hob Job ) Schorer 
quotes the rate of 10 fanam = 1 pardo=2 gulden at Tegnampatnam or Tieree- 
popelier on the Coromandal coast Taking the rupee to be § of a gulden,! 
Pardo would be equal to Rs 1—2 as —3 pies 

*8ee Tara in Hobson-Jobson. 

It may be pointed out that exceptional plenty in particular parts of the 
country till even a hundred years ago was not unknown For example, 
travelling through the hill tracts of the Punjab on his way to Kashmir wo 
Jammu, m 1835, Baron von Huegel on enquiry found that the price of nee 
in the village of Habilahatty, neai Bilaspur, was 5 seers for a “packa ” pice. 
He says 

“ It was the rice crop I asked a peasant whether it was a good one 
He said ‘Yes,’ and on my further questioning him I received the answer that 5 
seers (10 lbs.) of rice cost one ‘ packa ’ pice I found this to be very little, but 
pretending that I considered it to be high, I said, ‘ I see that you take me to 
be a European who does not know the prices , from an Indian you would not 
demand so much ’ The peasant laughed and said that I was right ’ ’ 

Baron von Huegel noted the disinclination of the people in the hills to 
hard work This he attiibuted to the cheapness of the necessaries of existence, 
particularly food grams, which enabled a coolie by working one day in a 
month, to procure enough food for himself and his family for the whole 
month. He says — 

“ In the Punjab coolies are usually not paid anything at all They are 
compelled by the Government, without whose permission no one is allowed to 
travel in these parts, to work for nothing (begar} However, > I did not wish 
to take advantage of this system, but to pay the poor men their proper wages. 
The wages for a day’s work, thanks to the low price of nee, are equal to the 
quantity of noe suflacient for not only the coolie but his family, for a whole 
month ” (Kaschmir und dass Beioh der Biek, Vol. 1, p. 66—67.) 




A Dutch fleet under Admiral Steven van der Hagen 
visited vanous Indian sea-coast towns in 1603. The Infoi - 
matie or report, written probably by Van der Wiele, refers 
to Massilipatam as a place extremely well-situated both for 
harbouring ships and re-victuallmg them, ‘‘ for there is a 
great abundance in the country ot (‘attle, and butter is 
much cheaper than in Holland The inhabitants were 
friendly and “ very rich 

In 1610 Pieter Claessen, Dutch assistant at the factory 
of Petapoly on the Coromandal coast, made certain 
purchases for the Dutch ship Eendracht and a Portuguese 
vessel captured by the Dutch The prices were as tollows * 


(18 tanam = 1 pagoda =: 3 nipees) 



Pag 

B'an. 

in modern curienc% 

88 pigs 

'26 

"Hi ■■ 

Each 14j annas 

20 oxen 

15 

13 

, Rs, 2 J per ox 

77 goats ' 

6 

H 

1 Each about 4 annas 

126 hens 1 

1 

14 

1 23 for a rupee 

31 1 
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Lemons, firewood and straw for the cattle were also 
purchased but their puces are not given 


Ant. Schorer iii his MS account of the coast of 
Coromandal, written in 1616, describes the land round 
about Narsapoer Petta and Masulipatam a^ yielding 
much nee and various kinds of fruits Good wheat was 
grown further inland The following prices at Masulipa- 
tam are quoted in the MS. — 

(16 fanams, according to Schorer, wcie equal to 1 pagoda at isulipatain. 
The pagoda = 3 Rs). 

Wheat, 3-4 pag. per bhaer(480 Dutch pounds = 523 lbs ), 44 to 58, lbs per Re 
Rice, 1-li pag per bhaor , 116-174 lbs per Re 

Butter, 7-10 lamans per inan (=24 Dutch pounds = 26 lbs ), 13 to 21 4 Iba 
per Re. 

An ox, 1-2 pag , 3-6 Rs A goat, 1-2 fan , 3 2 to 6 4 as 
Hens, 60, 70 and sometimes 80 for a pag or 3 Rs 
A pig, 4-5 fan. , 13 as to 1 Re Eggs, 80 for 1 fan or 3 2 as 
* Opkomst III, 161. Terpstra, C!oromandal, 182 






Other things, says Schorer, were sold at the like rate, 
“ for there is an abundance of all things—also [of] 
oranges and apples, lemons and all kinds of other fruits 
and fish ” 

Terry, Sir T. Roe’s chaplain, who spent three years 
in India (1616-19), says of the country as a whole • 

‘ ‘ This wide monarchie is very rich and fertile so much abounding m 
all necessaries for the use of man as that it is able to subsist and flourish 
of it selfe, without the least helpo from any neighbour ” * 

The land abounded in “ singular good wheat, rice, 
barley, and divers other kmdes of graine to make bread 
(the staff of life )” 

A “good mutton ” sold for the value of 1 shilling 
(7 annas in modern currency), the same was the price of 
“ four couple of hennes ” The price of a hare was one 
penny (a little more than ^ anna); “three partridges for 
as little, and so in proportion all the rest ” Terry also 
refers to “ great store of salt ” and “ abundance of sugar 
growing in the country ” The price of well-refined 
sugar was 2d. per pound or under (about anna) It is 
not surprising that India would have seemed to Terry 
like an “earthly Paradise”* but for “discommodities” in 
the shape of flies, rat and wild animals 

Thomas Coryat, an English traveller, (1612-17), 
spent in his ten months’ travel between Aleppo and Agra 
only £3, “ yet fared reasonable well, everie daies victuals 
beeing so cheape in some countries where I travelled, 
that I oftentimes lived comptentlie for a pennie sterling 
a day 

He wrote to his mother from Agra that he had 
about £12 with him which “ will mainetaine me very 
competently three years in ray travell with meate, drinke* 
and clothes assuming he spent 2d. daily. 

‘ Foster 296-97 * Ibid, 303 * Ibid 248 

* Coryat drank nothing but pure water when travelling, as he explains 
himself * Ibid, 267. 
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Terry had occasion to engage guards when trfi veiling, 
whom he highly praises for their good and faithful 
service, and says “ by reason of great plentie of provi¬ 
sion in that kmgdome, a man may hire them upon easie 
conditions” ‘ The wages were “ five shillings the raoone 
paide the next day after the change” with which they 
were able “ to provide themselves all necessaries ” 
Further, those having “ no gi eater meanes ” sent at least 
half of this little sura to their parents “ choosing rather 
for to famish themselves then to see them want ’ 

Pietro Della Valle visited the West coast in 1623-4 
He speaks of “ infinite plenty ” of rice in that part of the 
country, which accounted foi the cheapness of living . 
“ So that everybody, even of mean fortune, keeps a 
great family and is splendidly attended, which is easie 
enough, considering the very small charge, as I said, and 
on the other side the very considerable gains of traffic 
wherein most men are imployed, and the incomes of the 
land, through its incredible fruitfulness, I daresay, 
unmeasurable.”* 

In the Ms. account of Broach, forming part of the 
collection of papers of W. G. de Jongh,* written 
probably m 1628 or 1629, there is a reference to the 
cheapness of certain food-grains in Broach Poor people 
lived mostly on bread made from barley. “Thus a common 
man or labourer,” it is stated, “who does not eat anything 
else than bread made from this gram, can easily live on 1^ 
stuivers daily, and taking many other things in addition, 
might well find 3 stuivers per day quite sufficient ” 
The price of 33 lbs. of barley was 8 stuivers, or 99 lbs 
per rupee. Maize was cheaper, the price being 144-168 
lbs. per rupee (6-6J stuivers for 30 Dutch pounds). 

In 1628-29 Peter Mundy made a journey from 

‘Ibid, 313-14. •Travels 1,43 ‘Collection W G de Jongh, 

No. 128, Bijkoarohief, the Hague. 
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Surat to Agra, and he has left us a full description of the 
country he passed through Mundy travelled via Burhan- 
pur, whieh he reached on 30th November 1628, having left 
Surat on llth November This part of the journey was 
unpleasant, for the effects of the approaching drought in 
Gujrat were already beginning to be felt But Buihan- 
pur was beyond the area of the famine, and as soon as he 
enteied the province of Malwa Mundy saw not want, but 
plenty all around him—all the countne covered with 
corno fields gieene” and “Gardiens aboundinge with 
truites and hearbes ” The country round Pamaria, a 
tew stages north ot Burhanpur was “ not othei than one 
entire plott of greene ” Of the whole province ot Malwa 
he says that‘‘it never tailed of aboundance’’ and that it 
supplied many other provinces of India “in tyme of 
scarcitie ” Near Mughal Sarai, Mundy saw “ all the 
face of the earth, as far and distant as wee could discerne” 
covered with green corn. Proceeding further to Shahdaura 
he found “the countrj’^ continuemge fruitefull and 
pleasant”, and round about Hasanpur he “could hardly 
see one spott of unfilled ground 

Later Mundy made a journey from Agra to Patna 
and saw another large part ot the country The whole 
of this region, as is well known is very productive, and 
there are several references in Mundy’s journal to the 
abimdance of corn, sugar and cotton in the tracts through 
which he passed On the way he met “ Tandas of oxen” 
or Banjaras with, sometimes, as many as 20,000 oxen laden 
with provisions, going from one place to another 

The evidence of contemporary writers from 1683 to 
1638 quoted above suggests two conclusions 

1. In view ot the abundance and the extraordinary 
cheapness of all necessaries, it would be possible for the 
common labourer 300 years ago to live comfortably, pro- 
‘ Travels, p 65-67 
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vided he earned a ceitain minimum wage—a subject 
which will next claim our attention. 

2 It would seem that caution is necessary in inter¬ 
preting later writers like Bernier and Travernier who 
suggest that “a considerable proportion ’ of the good land 
remained untilled from want of labouiers, or that one 
could see in India “whole provinces like deserts,” from 
whence the peasants had fled on account of the oppression 
of the rulers Where did tlie whole population of these 
provinces go‘'^ Did they all emigrate as slaves to foreign 
countries? It is not lealised that it was in the common 
interests of the peasants as well as ol the most oppressive 
ruler that the land should be cultivated—without cultiva¬ 
tors there is no revenue The land revenue demand 
might be seveie, but it would be only very seldom that 
it would be made so oppressive as to leave the cultivator 
no alternative except flight 

The conclusions ot Bernier and Travernier are the results 
of hasty generalisation ^ What they saw was particular, 
small parts of the country desolated by the tyranny of 
some governois, not whole provinces The India which 
Bernier and Traverniei saw was not very different from the 
India that Linschoten, Terrw', Mundy and others have 
described. There cannot be plenty where large parts ot 
the country have been turned into dcvserts, and it is im¬ 
possible to make peasants grow abundant supplies of all 
kinds of provisions almost all over the country by means 
of the whip. 


* Another example of bad generalisation, or rather misrepresentation, is 
furnished by Pelsaert on pp-64 55 of the Remotvttrantie He tells us that when 
a lord died, or even before the breath was out of his body, the King’s officers 
made an inventory of everything he possessed, “down to the value of a 
single pioe'* The whole estate retmnod to the King, “except in a case 
where the deceased has done good service in his lifetime, when the women 
and children are given enough to live on but no more ’’ Moreland points 
out in a footnote that another but not materially different interpretation of 
this sentence is possible If such were the usual treatment meted out to the 
great lords on their death-bed, how would the King have any devoted servants 
at all ? Hawkins has described this custom more faithfully . ‘ ‘ The custome 
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We next turn to wages 

Pelsaert says: 

“ For this slack and lazy seivioe the wages are paid by the Moghuls only 
after large deductions, for most of the great lords reckon 40 dajs to the 
month, and pay from 3 to 4 rupees for that period , while wages are often 
left several months in arrears, and then paid in worn out clothes and other 
things 

It was naturally impossible for the servants to main¬ 
tain themselves and their families on such low wages 
They therefore stole whatever tliey could, and their 
manner of life diffoied “very little fioni that of the work¬ 
men m the wealth of then poverty.” 

Moreland does not fail to point out that if 40 days 
are reckoned to the month, 4 lupeos per month represent 
wages of substantially less than 3 rupees for a month of 
30 days. Further, if wages are paid in worn out clothes 
etc , they dwindle down to practically nothing 

Most of the great lords may have thus robbed then 
servants of some, or even great part of thou earnings 
But these servants would not depend upon the wages paid 
to them by their masters. They had a more important 
source of income, as the chapmsis of high (xovernment 
officials to-day—tips from those who called on their 
employers 

This practice is so old and so well known that it is 
not necessary to produce formal evidence to show that it 
was prevalent 300 years ago It may still be mentioned 
that in the Oncosthoek fAccounts hook)® kept at the Dutch 
factory at Agra the following items appear 
19 March^ 1637 Paid to the porter of Duke Assoffehan, 
Re 1 

of this Mogoll Emperour is to take possession of his noblemens treasure when 
they dye, and bestow on his (their) children what ho pleaseth , commonly 
he dealeth well with them, possessing them with their fathers land, dividing 
it amongst them , and unto the eldest sonne ho hath a verj great respect, 
•who in time receiveth the full title of his father” (Poster, pp 104-5) 

* Jahangn's India pp 62-3 * Moreland II p 194. 

* Collection W Q. deJongh, No 123 




11 


21 March, 1637 Paid to the porter and peons of 
Assallatchan Rs 2. 

20 April, 1637 Paid to the porter of Duke Assoffchan 
Rs 2 

May, 1637. Paid to guaids (waechters) and peons of 
Kotvval, Rs 2 

No conclusions regarding the general rate of wages 
m the time of Jahangii can be based on the wages paid 
by the great lords to their servants, for their money 
wages, in most cases would be only a subsidiary source 
of income 

It does not appear that the practice of the great 
nobles of reckoning 40 days to the month w'as followed 
by eveiy one 

We have seen that Teriy’s guards “did not desire 
above h\c shillings the moone, paide the next day after 
the change ’ ^ 

Again, at the Dutcli factory at Agra, wages were 
regulaily paid on the day of the now moon. The monthly 
accounts aie generally headed thus 

22 June, being the now moon, monthly wages were 
paid to the following employees and peons, namely ” 

In the yeai 1037, wages were disbursed at the factory 
on the following dates 22 June, 22 July, 22 August, 20 
September, 20 Octobei, 18 November, 18 December, and 
the vagcs foi the mouth of December 1637 on 17 January 
1638 

It IS leasonable to suppose that the Dutch followed 
the established custom of paying wages at the end of 30 
days 

Hawkins, while describing “ the strength, wealth and 
government” of the Great Mogol, says that there were 
36,000 officers and men who belonged to the court and 
camp, namely “porters, gunners, water-men, lackeyes, 


* Poster, 319. 
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horse-keepers, elephant-keepers, small-shot, frasses (farrash) 
or tent men, cookos, hght-bearers, gardmers, keepers of 
all kinds of beasts All these be payed monethly out of 
the King’s treasurie, whose wages be from ten to three 
lupias”* Hawkins does not say that wages were paid 
for a month of 30 days, but m the absence of any state¬ 
ment to the contrary, the ordinary interpretation of the 
word “ monethly ” may be taken to be the correct one. 

We have very scanty data regarding wages paid to 
skilled and unskilled workers in the time of Jahangir. 
Following Moreland we may therefore take wages paid to 
peons employed in European factories as indicating 
roughly the common rate oi wages in the case of men 
possessing no exceptional qualifications. 

The Agra Accounts Book has been mentioned above. 
The wages paid in the months ot June and July 1637 
were as follows 

22 June, being the new moon, monthlg wages were paid to 

the following employees and peons, namely. To 


Rs. 

Bijcha, servant 3^ 

Abdou, sais 3j 

Achob (Yaqub), sais 3^ 

Abdulla, porter 3^ 

Piroos & Wallij (Feroz & Wall), peons, each 3^ 
22 July, being the new moon etc 

Sheikh Mamet (Mahmud), servant of 

W Geleynsseii 4^ 

Bijcha, 3^ 

Quoer, sais 4^ 

Abdou, sais 3^ 

Abdul, porter 3^ 

Walli & Piroos, peons, each 3| 

Chanouw (Chunnu), torch-bearer 4 


‘ Foster, 99 



13 


From Oct. 1637 to Jan. 1638 a dhohi was paid Rs. 5 
per month In Jan. 1638 Ramsa peon (Ram Sahai or 
Raushaii) was paid Rs 4, and Bynia (Bina?) “ de veeger ” 
(sweeper) Rs 5. 

These accounts suggest a late oi not less than Rs. 3^ 
per month of 30 days for the peon, 10 years after 
.Jahangir’s death. We have seen tliat Hawkins mentions 
Rs 3 to 10 as the monthly wages panl to officers and men 
attached to the court and camp On the whole we are 
justified in concluding that the most common rate of 
wages for ordinary unskilled work in the time of Jahangir 
was about Rs 3 per month, though in some eases a worker 
might earn less, as Terry’s guards, whom he paid 5 
shillings per month (equal to Rs. 2 22 at 2s 3d to the 
rupee), or more, as the peons of the Dutch factory 

We lack sutficient data for other parts of the country, 
and it cannot be argued that the rates of wages were 
uniform throughout the country. Wages at the present 
time, in spite of the improved means of communication 
and the greater mobility of labour, differ very considerably 
m different provinces, and in different parts of the same 
province It is probable that m some parts of the country, 
where trade and production were less important, wages 
were less; but on the west coast (Broach, Ahmadabad, 
Cambay and Surat) the typical rate my have been 3 
stuivers daily, suggested by W. G de Jongh for Broach, or 
3| rupees a month, assuming continuity of employment 

Rs. 3 per month, at 2s. 3d. to the rupee is equal to 6s. 
9d or a daily wage of 2'7d. Suppose a peon or a 
servant “with no exceptional qualifications”, earned no 
more than 2‘7d. a day. Would he, in normal years, be so 
perilously near the margin of starvation as to wish to end 
his misery by surrendering his “personal freedom in return 
for a promise of subsistence in some foreign country'' 


' Moreland, II p 208. 
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The answer must be ‘ No ’ If Coryat, an English 
traveller, could maintain himself “ very competently ” m 
m his travels “with meate, drinke and clothes” for 2d a 
day, a common labourer and a native of the country, could 
|easily maintain himself perhaps on Id per day. A daily 
^wage of 2'7d. would buy not only a sufficient quantity of 
, food and necessaries, but something more 

Pelsaert in the Remonsfrantie quotes one set of wages, 
5 or 6 tackm equal to 4 or 5 stuivers daily, lor “ goldsmiths, 
painters, embroiderers, carpet-makers, cotton or silk 
weavers, blacksmiths, coppersmiths, tailors, maisons, 
builders, stone-cutters, a hundred crafts in all”^. 

The diet of these craftsmen is thus described — 

“ They know little of the taste of meat For their monotonous dail> 
food thej ha\e nothing but a little Uitchn, made of green pulse, mixed with 
lice, which IS cooked with water over a little fire until the moisture has 
evaporated, and eaten hot with butter m the evening , in the daytime they 
munch a little parched pulse or other gram, which they say suftices for their 
lean stomachs ’’ 

[ Moreland translated the whole passage in F7'07n Akha7' 
to Au7'angzeb with an addition “and eaten hot with a little 
butter in the evening {italics mine) The reference to 
khithri in the original is “ dicelck met hoter ovei'gietende des 
avonts icerm eeten which literally translated means, 
“ which they eat hot in the evening, pouring butter over 
It”.] 

Khichin IS well known over large parts of northern 
India It IS a wholesome preparation which is still occa¬ 
sionally taken by the rich and the poor alike. It is always 
eaten hot with a sufficient quantity of ghee, which may 
be inferred from the common saying 

“ Where is the ghee gone ? Into the khichri ” 
Pelsaert mentions khichri with the object of em¬ 
phasizing the poverty of the poor But khichn could not 
have been the “monotonous daily food’' of any class of 


* Jahangir’s India, p. 61. 


*p 199 
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labourers in Agra. We have seen that according to Terry 
the common people made their bread up in cakes which 
they baked on small iron hearths (called tawa) Bread 
was what the common people ate then, and what they eat 
in the United Provinces and the Punjab to-day Why 
should Terry be disbelieved^ Khtchri could not have been 
the monotonous daily food of poor people also for another 
reason Eice, the main part of Ihtchrt, was not grown so 
extensively in north-western India as wheat, barley and 
other grains, and consequently was dearer m price The 
prices quoted in the Am are 



Lbs per Re 

Wheat 

185 

Barley 

277i 

Gram 

277i 

Jo war 

222 

Rice 

111 

Moth 

185 

Bread made from 

gram or barley would have been 


(cheap enough, and yet, according to Pelsaert, the people 
/were so poor that they ate nothing, day in day out, but 
f khtchri made of moth and rice, moth being as expensive 
as wheat and rice more expensive still ’ 

And the cheapest spring millet cost only (1 darns' 
per man of 66^ lbs, or 370 lbs per rupee' * 

It IS obvious that Pelsaert speaks in the langudge of 
extreme hyperbole and that he has considerably overdrawn 
the picture. 

The prices of food-grams could not have been much 
higher in the time of Jahangir than in the later years of 
Akbar’s reign. If barley or gram was sold at the price 
ot 277 lbs. per rupee, then no labourer, having a normal 
family of 4 or 6, need spend more than 1 Ee. on bread 
for the whole family for a whole month. This would 


/ 
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allow a daily consumption of 9 lbs. of gram, which is 
more than sufficient for a family of 6 And if the labourer 
earned no more than Es 3 per month, he would have still 
Rs *2 left for ghee, milk, vegetables, salt, sugar and 
clothes 

Pelsaert wiites They know little of the taste of 
meat ” But the great majoiity of the labouring classes 
in these days were Hindus, who eschew meat tor other 
reasons Meat was cheap enough, and if Coryat, as has 
been said above, could buy enough meat (besides other 
food, and clothing) without spending more than 2d. a 
day, why should Pelsacrt’s craftsmen, eaining much moie 
than double the amount, be unable to knoAv its taste, if 
they wanted to ? 

According to Pelsaeit these craftsmen earned “only 

5 or 6 tackas, that is 4 oi 6 stivers in wages by working 
from morning to night Now a tacka means 2 pice, 6 or 

6 tackas would be 10 to 12 pice. If 66 pice are reckoned 
to the rupee (see below) 5 or 6 tackas would be equal to 
4^ to 5| still vers (24 stuivorss^l Re) Taking the rupee 
to be equal to 2s 3d., a daily wage ot 6 or 6 tackas would 
be equal to 6 to 6d or to 3 times the daily expenses 
of Coryat 

The lowest wage earned by the ordinary unskilled 
labourer under Akbar was 2 dams or Rs 1 ^ a month This 
wage was appreciably lower than the wages paid to 
Terry’s guards (1616-19), the wages earned by the common 
labourer in Broach m 1628 or 1629, and those paid to 
peons in 1637 in the Dutch factory at Agra 

It would therefore seem that wages had risen m the 
reign of Jahangir as compared with the time of Akbar 


* Pelsaert in giving the equivalent of tackas in stuivers only omitted the 
fractions It would thus appear that about 55 pice were reckoned to the 
rupee m Agra even m hie time, that is, in the concluding years of Jahangir's 
reign 
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Moreland says 

“The Agra Accounts suggest that nominal wage rates had 

scarcely changed from those of Akbar’s time itcordcd in the Am (i, 225) 
Akbar allowed ordinary labourers 2 and 3 i//im per diem, the Dutch in 1037 
paid usually 4 pice (2 dam) tooidiniry labourers and 7 pice to superior men 
Carpenters weio paid 12 and 13 pice by the Dutch , Akbai had allowed 6 and 7 
ilam for skilled men 


If 2 picc were equal to 1 dam,, then the lates of 
wages paid to skilled as well iiii-skilled labourers iii 1637, 
as shown by Moieland, weio the same as those paid about 
40 years earlier 

The Agra ALtount'i (jiiote (ho value of the rupee in 
terms of ])ice tor seveial months in 1637 Tlie value was 
not fixed, as would appeal tioni the hguics given below 


vm 

Jan 

Feb 

March 

April 

May 

June 

Dec 


/h(t (o the Re [A'pa AiLOinit'^) 

50 
53 
52 

52 

51 

53 
65 


The rate thus varied between 50 to 55 per rupee. 
40 dams wont to the iiipee in the time of Akbar, and if 
the dam is taken to be equal to 2 pice, as Moi eland does, 
a rupee would be equal to 80 pice Moi eland has 
seen and used the Agra Accounts^ and it I's not cleai why 
he prefers the rate of 80 pice to the rupee wlien in the 
year 1637, for which the rates of wages are quoted, a 
rupee at Agia exchanged for not more than 55 pice. 

The value and weight of the pice are frequently re¬ 
ferred to in English Factories As a standard of weight, 30 
pice“ or 36** represented a seer (Van Twist refers to a seer 
18 pice in weight p, 58) Between 1618 and 1634 or 1635 
the rupee was almost uniformly rated in Burhanpur* and 


* Moreland II p 194 n 

* English Factories, 1622-23, 285, 


Ibid, 30 * Ibid 1618-21,269 
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Gujrat at 80 pice to the rupee ‘2^ Mahmudies were equal 
to a rupee, and a Mahmudi was equal to 32 pice ^ 

But about 1636 the value of the pice in teims of the 
rupee began to rise When the English ship Bassien re¬ 
turned to Sind with lead and casks (Fob 1636) it also 
carried pice to the value of 200 rupees, valued at 58 pice 
to the rupee “ which is very great advance, if many of them 
might be purchased heere or readily put off theare 

From 80 to 58 per rupee was a considerable rise in 
the value of the pice, and profit could be made by buying 
them where they were cheap and selling them where they 
might be dearer 

Van Twist, whose work appeared m 1638, quotes the 
rate of 25 or 26 pice to the Mahmudi, and 53 or 54 pice 
to the rupee * Already in 1637 or 1638 (if not earhei) 
the Mahmudi had risen to ^ of a rupee, which had come 
into circulation in Ahmadabad and the whole of Gujiat, 
with the exception of Broach, Cambay and Baioda. The 
rate quoted by Twist is 10 | stuivers to the Mahmudi, or 
1 Mahmudi equal to ^ of a rupee at the fixed rate of 
1 rupee equal to 24 stuivers 

The value of the pice quoted by Travenner is 46 to 
66 to the rupee. “On my last journey [1646], the lupee at 
Surat was 49 paisa”, says Travernier, “but there are 
times when it is worth 50 and others when it falls to 46” * 
At Agra, according to Travernier, it was worth 66 to 66 
pice 

It seems that later, in some parts of the country, the 
value of the rupee in terms of pice fell still lower—below 
45. “ Here is not full 46 pice to the rupee ”, we read m a 

letter from Kandiaro (Sind) dated 8th July 1666.® 

The rise in the value of the pice may have been due 
to its scarcity, for “ scarcyti© of pice” at Nowagaon 

‘ Eng , FMts 1824-29, 150 n. and 1630-33, 209 * Ibid 1634-36, 1^.* 

• Oen^rali Beachnjvtnghe, van Indwn, 58 * ISd Ball, 27. “ Eng Fact 

1665-60, 80, 
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(Hardoi Dist, U P ) is complained of in a letter dated Jan 
4, 1651/ but whatever its cause, it will be admitted that the 
rate of 80 pice to the rupee was no longer current in 1637, 
whether at Agra or iii Gujiat We are more concerned 
with Agia than friijrat, and there is unimpeachable 
evidence, that of Aqra Accounts^ that in 1637 the rupee did 
not purchase moio than 55 pice at Agra Converted into 
monthly lates iii iiipees, and in modern currency, the rates 
of wages quoted above at the two periods, taking 40daw= 
1 Re =55 pice, may be thus compared 



j 1>VIL\ 

WAGES 

Monthly 



Mvb.ii 

1637 

Akbar 

1 

1 1637 



Itui.is 

llUI IS 

Rs 

1 

Un 

'll i/it'd hihom 





Ordinary 


8 

; 1 16 

1 5 

2 18 

Superior 

Cai ptntd 

1 2 

j 2 04 ; 

2 25 

3 28 

Ordm.irv 


2 4 

1 3 49 1 

4 5 

6 55 

Superior 


2 8 

j 3 78 ' 

5 25 

7 1 


Wages ill 1687 were thus undoubtedly higher than m 
the time of Akbar, and this conclusion is m harmony 
with what has been said above about the rise of wages in 
the time of Jahangir 

Attention in thi-. connection may also be drawn to a small “item of 
information” noted by Moreland In the year 1636 a messenger, while 
waiting at Surat, was paid an allowance of 3 pice daily, and so came to "cost 
more brasso than his bod> weighs”* This is equal to Rs IJ monthly, 
and Jloreland compares it with the allowance of a dam daily, or | Re 
monthly fixed for the lowest grade of slaves at Akbar’s Court, “the two 
figures represent practically identical quantities of grain on the basis of 
normal rates If this raossonger earned only Rs IJ monthly, he was m 1636 
little better off than the lowest grade of Akbar’s slaves about 40 years before 

This IS .again incorrect. The messenger came to Surat from Masuli- 
patam, and it is probable that his services were rewarded by the English 
factory at Masulipatam, which engaged him, quite apart from the allowance 
of 3 pico a day which he received at Surat while he was detained at that place 

* Eng Fact 1661-54, 10 

* Eng, Fact 1634-36, 294 * From Akbar to Aurangztb, 195 n 
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The earnings of runners at Agra were more than Rs IJ monthly perhaps 
a little more than double that rate They would, of course, not be exactly 
the same all over Indi 1 , but it ib reasonable to suppose that, for the same 
service, they could not have beau as low as Rs IJ at Masulipatam or Surat 

On the 1st Feb 1G37 an “ express ” was engaged by the Dutch factor> 
at Agra for Nagpur, a distance of about t'iO miles, for fi\e rupees If the 
ruuiiei did 25 miles a diy, ho would complete the journey to viid fioin Nagpur 
111 3G days of actual uinning He might be detained at Nagpui for a week 
or ten days, for which he might leccue an allow nice of 2 or 3 pice daily, as 
the messenger mentioned iboyc. He yvould thus oiiii at least 3i Rs per 
month 

Expresses for Sunt were engaged by the same factory in 1637 on 4 March, 
26 Mirch and'2 May In each of th' three cases the lunner was engaged 
foL Rs, 0. The distance botweon \gia and Suiat, mi Burhanpur is stated 
by ’Mund) to bo under 100 '«■> or GOO miles (more cxacti), 306 (Os, equal to 
551} English miles Tmieh, 6G and n) The runners may hi\e followed a 
shortei iout\ 'I'he wages of thi so runners yyould amount to at least Rs 4 
pel month, is->uming that they did '25 milosdailv Baiiarsi, the swift lunuer, 
yyho eairicd the neyys of J ah angir’s death from the mountains of Kashmir to 
Shah J ah an at Jau air (west of \hmadnagar), a distance of over 1000 miles, 
covered the distance in ‘20 days (E A D VI, 437) 

.Judged by present standards, wages in the time of 
Jahangir weio higli, even extiaordinai dy high in some 
cases Not only did the lined landless labourer not starve, 
but got more to eat than his present descendent 

As we have seen, there is much evidence to show tliat 
wages of both skilled and unskilled workers had risen in 
the second decade of the 17th contuiy, while there is no 
evidence of any fall in the value of money Moreland 
agrees that no fall in the value of silver occurred in the 
reign of .Jahangir Puces therefore would have been 
generally the same in the time of .Jahangir as in that of 
Akbar. It may be further mentioned that before the rise 
of the export trade in food-stuffs not more than 60 years 
ago, the prices of agrumltural produce all over India 
fluctuated with the seasons They rose in years of scarcity 
or famine but returned to the old level in years of normal 
rainfall No export of food-grams suddenly started in 
the reign of .Jahangir, and it would be correct to assume, 
in the absence of information about the actual level of 
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prices, that m that Emperor’s reign the geneial level in 
years of normal rainfall was the same as in that of his 
piedecessor Wo may therefore take the prices given in 
the Am as an index of the purchasing power of money in 
the time of J.iliangir also 

For piirjioses of eomjianson I ha\e taken the four 
piineipal food giains, wlioat, baih \, joiiui" and gram, and 
y/ree, as they aie artich‘-> winch account for a consider¬ 
able proportion of the expenditure on necessaries in the 
case of a labouier Further, tlie question is wlietliei the 
labourei tlien got moit‘ or less to eat than to-day 

The pi ices in tin* Am an* given in da/ns- pei i/um 
AUbai’s man was equal to oli lbs and iO dani'i were 
leckonod to the rupei* in the pavment of salanes Akbar’s 
rupee contained a little iiioie sil\(*i than the present rupee, 
but the diireience i'< so slight that it may be neglected lor 
the pieseiit purpose 

The prices quoted in the Am peihaps aie not 
“averages” in the statistical sense They may be accepted 
as “reasonable” prices, as Moreland suggests There would 
belittle objection to our compaiing them with “iioimal” 
puces at the pieseiit time The puces of food-giaiiis in 
1927-28 given below an* aveiages of “noiinal” rates 
quoted m the Punjab Senf,on and Crop Report foi that 
year The price of ghee is what may be regarded as a 
“reasonable” price at Lahoie at the piesent time 
Prices then and non 



IGOO dami 

1927-28, Ils 



per man of 

perind of 



55 J lbs 

82 lbs. 




Rs a p 


Wheat 

12 

4 12 1 

aNerage of 29 districts 

Gram 

8 

4 3 2 

20 ,, 

Barley 

8 

3 6 4 

,, 13 

Jowar 

10 

4 4 0 

, 8 

Ohee 

106 

68 0 0 

Lahore 
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Prices in Lbs per Re. 



1 

IGOO Lbs 

1927-28 Lbs ! 

Price in 1927-28, 
taking price in 

1600 as 1 

Wheat 

185 

17 2 1 

10 8 

Grain 1 

277 5 

19 5 

14 2 

Barle) 

277 5 

24 1 1 

11 5 

Jo>ia, ( 

222 

19 3 ; 

11 5 

Ufiee 1 

21 

i 12 1 

17 5 


It will be seen that the rise of puce is gieatobt iii the 
case of ghee, the price of wheat shows the smallest use 
From the point of view of the labourer the puce ot the 
coai^er grains IS moie important than that ot wheat, ami 
ghee cannot be ignored Moreland in an article in the 
J R. A S for 1917 noted the greatei comparative rise in 
the price of ghee^ but said The figure toi ghee is in¬ 
teresting it IS well known that the price of this commodity 
has risen of late years owing to special causes other than 
the fall in the value of the rupee, and the substantially 
larger factor in its case (il 0) is in accordance with what 
might have been expectedThe price of ghee liaving 
risen owing to causes other than the fall in the value of 
the rupee, Moreland decided to ignore it * AVould the tact 
that the puce of ghee had risen owing to special causes 
enable any one to buy it at a lower price*'' 

Whatever be the cause of the rise in price, we cannot 
leave out ghee The puce of ghee has risen almost con¬ 
tinuously with that of other articles during the past 30 
years, and its present price is not less “noimal” under 
existing conditions, than those of the four food-grams 
i'urther, as is well known, ghee forms an important part 
of Indian dietry 

Moreland concluded that Akbar’s rupee was worth about 7 times as 
much as the rupee in 1910-12, if ghee were not ignored the factor would be 8 
instead of 7 , p 820 
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I have assumed above that the quality of ghee has re¬ 
mained unchanged This may be doubted Most of the ghee 
sold in largo towns is an adulterated and inferior artnlc 
Wo find thus that the rupee in teims of the lour food- 
grams and ghee three centuries ago wa-> worth about 13 
times as much as the rupee to-day 

What was the purchasing power of wages and 
incomes in the time of Jahangii, in terms of the four 
grains and ghee, as compared with tlie present tune ^ 

The purehasing power of the wages paid to servants 
attacliod to Jahangir’s couit and eainp (Rs 3-10) was 
equal to Rs. 39 — 130 of to-day 

The purcliasing powei of wages paid to peons, men 
without any exceptional (jualificatioiis, employed in the 
Dutch factory at Agra (Rs 3J monthly) was equal to that 
of 45 rupees of to-day 

The wages of W G de Jongh’s servant (Rs 4^ 
monthly) weie equal to Rs 58. Chunnu, the torch-beaier, 
received a salary of Rs. 62 In January 163S Bynia ‘‘ de 
veeger” (sweeper) was actually paid a wage equal to Rs 
65 The runners engaged for carrying letters to Surat 
earned about Rs 62 per month 

Nor were the wages earned by the common labourer 
low—they were appreciably higher than the earnings of 
the same class to-day. Four to seven pice daily are equal 
in purchasing power in terms of the four food grains and 
ghee to a daily wage of 15 annas to Re. 1-10, or an avei- 
age of about Re 1-6 The most common rate of wages paid 
to an ordinary labourer in Lahore is 12 annas, and to a 
superior man 14 annas 

According to the Agra Accounts, skilled labourers 
were paid 12 to 13 pice daily, which would be equal in 
purchasing power to Rs 2-13 to Rs. 3-1, or an average of 
Rs. 2 15. The daily earnings of skilled workers in Lahore 
at the present time are as follows . 



24 


das'? of aitiban 

Paily oainings in Ks 

Aveingc Hs 

v\ea\ei, cotton 

1-0-0 to 1-4 0 

1-2-0 

,, silk 

1 12-0 to 2-4-0 

2 -0 0 

,, %\ ool 

1-12-0 to 2-8-0 

2 10 0 

Embroidcicrs i 

2 0-0 to 2-8 0 

2-4 0 

Mat woa\ers i 

10 0 to 1-8 0 

1 1 0 

Coppersmiths ^ 

1-8 0 to 2 0 0 

1 12 0 

Golclsimths 1 

2 0 0 to 4 0 0 

2 8 0 

Sihei smith ■> 

1 12 0 to 4 0 0 

2 b 0 

Blacksmiths 

1 4 0 to 2-0 0 1 

1 10 0 

Cutlery makers 

2 0-0 to 3 0 0 1 

2 8-0 

Steel trunk makeis 

1 1 8-0 to 2 0 0 I 

1-12 0 


(I am indebted loi tin's information to the Department 
of Industries, Lahore) 

The daily earninp;s ot caipenters genorally vary 
between Rs 2 and Rs 2-8 A d.'ilv wage ot Rs 3 is 
sometimes earned, but is not common 

The craftsmen whose poverty has been so graphically 
described by Pelsaert earne<l wages (10 to 12 pice) equal 
m purchasing power to Rs 2-0 to Rs 2-13, an aveiage of 
about Rs 2-10 Would any one who suggested that 
artisans earning Rs 2-10 a day at the present time could 
not buy bread to eat and were forced to live on parched 
gram and khichri be taken seriously 

It must bo admitted that the ordinary hired landless 
labourer got more to eat in the time of Jahangir than to¬ 
day, and that in terms of the four food-grains and ghe^ 
the purchasing power of wages earned by most classes of 
skilled workers was equal to, if not somewhat greater than 
that of wages earned by the same classes of hand-workers 
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at the present time For peons Jahangir’s India was a 
paradise The modem thapra^i, wliether in Government 
or private service, IS usually paid Rs 14--J8 in exceptional 
eases, perhaps, Rs 20—25 Apart from ihapuisi.s, many of 
those who have passed the ^faliicuhition examination ol an 
Indian University would be happy to stait their caieer on 
a salary equal in purchasing iiowm in terms of fuod-giains 
and ghee to that jiaid in the Dutdi lactoiy at Agra iii 
1037 to peons 

The hardest ease is that of the iiand-weaver, paiti- 
eulaily the cotton weacei The wages ol weaveis in 
liahore have been quoted abo\e Recently in inquiry has 
been made, under the auspiei's o( the Dcpartnient of Indus 
tries Lahore, into tho eonditioii ol tin' tt'xtile imliistiy in 
the Punjab, ami the losults have been piiblishcul in the 
form of a monograph The daily average earnings of the 
weavers for the whole of the Punjab are as follows 


Skilled Muhammadevn \vca\or 

10 0 to 1 1-0 

Ditto, Hindu 

1 0-0 

Unskilled Muhammadan \^olker, woaMiig khaddai 
khcs, dhoties, duuios, lungus and hiLiias 

0 8 0 to 0 10-0 

Ditto, Hindu 

\bout 0 S 0 

Skilled cotton weaver pioducing svisi sihiie-- lungi<’s 
(loin cloth as well as turbans) majnuu, khe-,, pagris, 
pech, and durncs out of mill m.ide >.un 

100 

Unskilled worker, usmg hand spun >arn 

Uci.igo of 0 8 0 

Skilled silk weaver, producing darjai, susi, gulbadan 
and lungis 

1 4-0 

Ditto, unskilled 1 

0 12 0 

Skilled wool weavri making pashmina chaddars dhussa i 
Uampuri chaddars, tafUs and superior blankets | 

1-0 0 

Unskilled weaver of coarse blankets, lois, pattus and 
pattis 1 

0-10-0 
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The earnings of weavers in the Punjab (and it is doubt¬ 
ful if weavers in other parts of India are more prosperous) 
may correctly be described as starvation wages The 
weaver in the time of Jahangir (representing the most 
important and numerous class of artisans) compared with 
his modern representative, lived in luxury 

iVo^e—(p 15) Terrj says ‘ The common people make their bread 
up m cakes, and bake it on small iron hearths, which the> carry i\ith them 
when as they journey, making use of them in their tents ” (Foster, 296) 




CHAPTER 11. 


The Tiller of the Soil 

The Bntish Government has done more to improve 
Indian agriculture and to increase production than any of 
our rulers in the past Agricultural production in normal 
yeais is much greatei than it ever was and, thanks to the 
development of iingation and lapid means of transporta¬ 
tion, the veiy meaning ot the word famine has changed 

No jiait of India has benefited more by the develop¬ 
ment ot 11 ligation than the Punjab Oui canal system is 
one of the wonders of the world, and its importance to the 
economic life of the Punjab is recognised by everyone. 

The largest area iriigated by Government irrigation 
works IS in the Punjab Taking the average of the five 
yeais to 1925-2«>, ot the 26 6 million acres irrigat¬ 

ed by State-owned works in the whole of British India, 
no less than 10 4 million acres were in the Punjab. The 
average estimated value of the crops raised on areas receiv¬ 
ing State irrigation in the same period was for the whole 
of India 150 oioios ot lupees, and for the Punjab about 57 
ciores ' The aiea receiving State irrigation in the Punjab 
has expanded rapidly duiing the past 20 years In 1906- 
07 it amounted to about 6 million acres, and in 1926-27 
to about lOj million acres “ In 1926-27, the total area 
under the crops sown m the Punjab amounted to 30 4 
million acres, of which the irrigated area was about one- 
third But the approximate value of the crops grown on 
the irrigated area was 69 crores, and of unirrigated crops 
32 crores.* 

^ Repon of Agl Cow*.,327 * Jrrtg Rep Ptinj , 1926-27 * Season and 

Crop, Puv} 1926-27. 
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Attention has also been paid to the improvement of 
agriculture Among other things which deserve notice is 
tlie introduction ol improved varieties of crops Of the 
total aiea iii Biitihli India iiiidei cotton, wheat, groundnut 
and siigaH'aue, the aiea under improved varieties is 2‘2’7 
per cent, cotton 119 per cent, wheat. 14‘1 per cent, 
jute. 10 3 percent groundnut, and 7 2 percent, sugarcane’ 
It IS estimated that m the Punjab of the ana under 
cotton appioximately 55 pei cent is now under improved 
vaiieties while the area under improved Desi cottons has 
almost doubled In 1920-27the total area under impioved 
wheats amounted to neai Iv 11 million acies, out ot a total 
ot about nnllioii aci(*s under this crop The Agricultuial 
Depaitmeiit has ealeulated that the gam to the Pun|db 
lioin the impioved wheat types alone amounts to 3(3 
times the present annual bmlget expenditure on all the 
operations ot the Agiieultural Dejiartment * 

The tacts mentioned are sufficient to convincii any 
one ot the veiy great increase m recent years in the 
amount of agricultural wealth and income of the whole of 
India generally and of the Punjab particulaily 

While India’s agricultural wealth and income have 
increased, the sliaio taken by the Government as land 
levenue has steadily decreased Before 1855 about two- 
tliirds of the “net assets” represented the Government 
demand In that year the Saharaiipiir Rules were issued 
by which about oiic-half of the ‘ not assets” was fixed as 
the maximum of the Government’s share in the profits of 
cultivation In actual practice, m many parts of the 
country, a smaller share was taken, and in 1929 it has 
been piescnliod that m the Punjab not more than 25 per 
cent of the “net assets” will be taken as the laud revenue. 
At the same time the period of settlement has been fixed 
at 40 years 

^ liep of Agl Com., 95 * Adm Rep Pmj 1926-27,66-7 
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At the present time the laud revenue amounts to about 
6 per cent of the value of the gross produce of the laiol 
Tliere is no instance of any ruler in the past, whether 
Hindu 01 Muliammadan, who took as land revenue so 
small a shaie of agiicultuial jnoduee 

The Laws ot Manu permitte<l the King to take “the 
eighth, sixtli, or twollth part <»i the crops,” while a 
Kshatrya King, who, in times ot di-^tress, took even the 
fourth pait ot tlio crops, was not blamed^ There is a 
reference in Kaiitilya’s Ai'th'ihastra to “taxes that aie paid 
in the toim ot one-sixth of produce” {•^hathbhdy) ^ The 
Muhammadan iiileis India sometimes took as much as 
lialt the gross pioilui'eof the I iiid Ala-iid-Din Khilp, ac- 
(’ouling to F('iishta. ‘ oidered to lax equal to half the gross 
annual piodiice ot the lands to be levied thioiighout the 
kingdom and to bo legularly transmitted to the exchequer ”* 
Akbar, the most milightened Muhaminadaii ruler, fixed 
his demuid at oiie-third of the value ot the gioss pioduci 
of the land 

It IS estimated that the laiiil revenue assessment of 
the area comprised in the present Jullundui District, 
according to statistics giv i in the A//?, hnust have been 
Rs lOf lakhs The assess aent imposed some 3.30 yeais 
latoi was 19 l) lakhs The giaiu eqiiivilents of the above 
assessments, calculated at the jnici's pi(‘vailing at tin* two 
pencils, are 90,700 tons and 29,000 tons respectively.* 

Why was so largo a share of agiicultuial pioduce 
claimed by the Muhammadan kings -* 

The simplest answei is that given 1*^ Moieland they 
wore monsters in human foim He describes the regime 
under which the bulk of the Indian peasants lived duiing 
SIX centuiies, from the foundation of the Muhammadan 
Empire, to the advent of British rule, as “rack-renting 

‘VII, 130, X 120. * Trs by Sharaa^\stry, 112 

* Trs. by Bnggs, I, 34G * Land Ifer b\ ^ 
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under the whip ” ' 

Tlie Hindu kings in northern and central India may 
have been somewhat better, for peasants sometimes 
sought refuge in their territory when the oppression of 
Muhammadan rulers became intolerable. 

This IS a very gloomy picture of rural India under 
Indian rulers 

It IS however possible to explain, without assuming 
that our kings were merciless tyiants, wh}’’ the land 
leveiiue represented such a large proportion of agricultural 
produce, and how the cultivator was able to pay it 

1. It IS well known that the land revenue was tlie 
piiiicipdl, it not the only source of revenue in the past 
At the present time, other sources of income (particularly 
the income-tax and customs duties) are so important that 
the land revenue has ceased to be a source of Imperial 
lovenue 

2 In an article entitled Akhar^s Land Revenue Hystem^ 
which appeared m J R. A. S for January 1918, Moreland 
and Yusuf Ah, the joint-authors, while discussing Akbar’s 
cash rates, criticise Vincent Smith, and the point which 
they make is important enough to justify notice here. 
Vincent Smith says* 

“ The revenue assessment was not light On the contrary, it was ex 
tremely severe. Abul Pa/1 expressly states that ‘the best crops were taken into 
account in each >ear, and the year of the most abundant harvest accepted’ 
His average crop rates seem really to have been ‘selected rates’, based on the 
average of the best fields, not on the average of the whole area in any given 
class of land. The meaning of the statement that ‘the year of the most 
abundant harvest was accepted’ is not clear to me, but, whatever its exact 
meaning may be, it implies a standard of assessment so high that large 
remissions must have been required in bad seasons ’ ’ * 

The principle of assessment expounded in the passage 
quoted above is in conflict with the statement in the Am 

’ Address to the Indian Section of the Royal Society of Arts, London. A 
summary of the paper was printed in the C ds M,Q. of Lahore, dated 
Ist April 1929 
» Alchar, 877. 
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that ‘‘The ten years” assessments from the begu amg of 
the 15th Ilahi to the 24th Ilahi were added togetlier and 
the tenth part of the sum was fixed as the annual ^'a‘^scss- 
ment)” The ]Oint authors point out that this conflu ( 
disappears if anothci reading of the original ^India Offn e 
MSS 266 and 270) instead of that given in the printed text 
IS preferred These two MSS have only “ Wn har snI 
jint-?-Jcamil afzun hucV^ which means “and every year the 
superior crops extended ” This leading, as is clear, does 
not mean that the rates were selected , “ it merely states 
that as a result of their introduction the class of crops 
improved steadily,” which would ho a matter for satisfac¬ 
tion 

Finally Moreland and Yusuf Ah conclude ‘‘Assum¬ 
ing a tolerably efficient administration, and rates reason¬ 
ably adapted to local agricultural conditions, the system 
contained the elements of success ” 

The instructions to the Collector of Revenue show 
that the system was not worked with undue harshness, 
unless we suppose thai. these instructions were disregarded 
in practice. The Amil was to be “ a friend of the agri¬ 
culturist ” He was to “ assist the needy husbandman 
with advances of money and recover them gradually ” 
He was to be “ just and provident m his measurements, ” 
and to “always seek to satisfy the owner of the 
crops ” When any damage occurred to the crops, he was 
to calculate the extent of the loss and to report it without 
delay to higher authorities One may suppose that this 
was done with the object of granting suitable remissions 
of revenue. The Amil was instructed to collect “ the 
appropriate revenue ” when there was “a full harvest,”^ 
which also suggests that in bad years the full revenue 
was not demanded. This is recognised by the revenue 
expert Oldham*, who has been quoted as an authonty by 

Mm II, 43-7, * Merrmrafthe OhoMepoor Dutrict, by W DJ Sliftni p flfi 
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Vincent Rniith Finally, the Amil was “ to collect the 
revenue in an amicable manner and extend not the hand 
of demand out of season ” 

There is no suggestion m all this of peasants being 
forced to cultivate the land by the whip We have also 
to remember that Akbar’s levonuc system was only an 
improvement of 8her Shah’^, and that its bioad features 
must have remained unchanged duiing the reigns of his 
immediate successors 

3 Akbar directly dealt with the actual tiller of the 
soil The Ami/was instructed to deal differently ‘‘with 
each agiicultunst”, as the agricultural value of the land 
varied in different districts and certain soils weie adapted 
to certain crops, and he was to stipulate that the husband¬ 
man himself brought the revenue 

We have no reason to suppose that a class of land¬ 
lords, as distinct from tenants did not exist then The 
farmer and the tenant are mentioned in the Ain (11, 47), 
and the right of property in land was recognised by the 
Government, for AbiilFazl distinctly refers to “possessors 
of pro])erty ” in cultivated areas who “hold then lands 
by ancestral descent” ^ But in the great majority of 
cases the landowner must have been the actual tiller of 
the soil—a peasant proprietor in fact This may be 
inferred from the ryoticmi nature of Akbai’s settlement, 
and the absence of any reference in contemporary 
accounts to any class of landlords living on the rent of 
land, apart from the rulers of the country Akbar did 
not recognise the existence of the landlord class, probably 
because it was of insignificant importance. At the present 
time, the produce of the soil is shared emong the culti¬ 
vator, the landlord and the Government, in the time of 
Akbar and Jahangir it was shared between two parties 
only, the State and the cultivator This, as we shall see, 
is a point of great importance. _ 
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4. It will be admitted that excepting canal-irrigated 
areas, particularly in the canal colonies, the average yield 
of land under Akbar, when there was no lack of good 
land and tlie pressure of population on the soil was far less 
severe, mu'it have been gieater than at the present time. 
The medium produce of polaj land (average of good, 
middling and bad), in standaid maunds, under Akbar was 
12 Mds. 38^ srs of wheat and the same amount of nee , 
at the piesent time the outturn tor the United Provinces 
(the tracts to which the figures given in the Ain relate) 
IS wheat 12 Mds 31 srs and rice 10 Mils 13 srs ^ 

It IS, of course, difficult to compare the two yields, 
tor we do not know how the avciages were obtained 
But oven assuming that the fertility of land per acre has 
not decreased during the past 300 yeais or more, there is 
no doubt that the a\erage outtuiii must have decreased 
with the extension of cultivation, and the bringing of less 
fertile land under the plough Further, only the best 
lands must have been cultivated then, for in the first 
place, the land revenue was heavy, and in the second place, 
it was not necessaiy to till inferior soil. 

5. Moreland tells us that in the 17th century land 
was cultivated in small hohlings by peasants* We do 
not know the aveiage size of the holding then, but it 
must have been much larger than the average holding at 
the present time The icasons for this opinion are two 
(1) smaller numbers in the absolute sense weic dependent 
on the land and (2) a smaller pioportion of the total popu¬ 
lation was supjiorted by the land 

At the present time, in the Punjab, 66 per cent of the 
cultivators cultivate less than 5 acres, and excepting Bombay 
and Burma, all othei provinces have much smaller ^eas 
per cultivatoU. As regard owners, a special enquiry into 


* Prices Rejiorl, 1914, pp 69-70 

* Moreland II, p. 188 

* Report Agl. Com., 132-83 
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more than 2000 villages scattered throughout the Punjab 
disclosed that 68 per cent of the holdings were of less than 
6 acres As is well known, the decrease in the size ot the 
holding IS the result of the sub-division of holdings in 
accordance with our laws of inheritance The best 
example illustrating the efiects of sub-division over a long 
period IS that given by Dr. Man In 1771 the aveiage size 
of the holding m a village in the Poona district was 40 acies, 
144 years later, in 1916, sub-division had reduced it to no 
more than 7 acies The effects of sub-division which 
has continued for three or four hiuidred yeais can be 
easily imagined, and they are only too patent to the 
existing generation 

That the average size of the holding tends to decrease 
rapidly with the growth of numbers is also shown by the 
following figures t 

Average size of the holding in the Punjab The ftgute^ 
are based on returns shoicing the cuUuatmg occupaneg of 
the land for the quinquennial period ending 16th June 1922 
and Rail 1894. 



Acrei 1804 

1922 

Hissar 

12 4 

7 7 

Holitak 

4 0 

3 0 

Gurgaon 

3 7 

2 1 

Karnal 

1 7 

3 1 

Ambala 

2 7 

1 7 

Simla 

1 3 

1 1 

Kangra 

2 1 

1 2 

Hoshiarpur 

1 2 

9 

Jullundur 

1 6 

1 2 

Ludhiana 

2 9 

2 1 

Ferozepur 

6 9 

4 4 

Lahore 

50 

3 6 

Amritsar 

2 0 

1 6 

Gurdaspur 

1 9 

1 3 

Sialkot 

1 9 

1 2 

Gujranwala 

4 4 

2 9 

Gujrat 

2 8 

1 8 

Shahpur 

5 3 

5 0 

Jhelum 

36 

1 7 

Eawalpmdi 

3 0 

1 3 

•Montgumery 

6 7 

10 6 

Jhang 

5 2 

4 7 


t See La7id Fev Ad Report Punj. for 1894 and 192fi, 

* Large increase m area under cultivation on account of canal irrigation 
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It will be been that all over the Punjab (and the case 
of the Punjab is not exceptional), excepting districts 
where much new laud has been brought under cultivation 
on account ot canal irrigation, the average size of the 
holding, ^rnall as it is, tends to decrease with the growth 
of iiuinbeis 

Dining tlie past three or four centuries, while moie 
land has been brought under cultivation, it cannot be 
shown that the extension of cultivation has kept pace 
with the giowth of numbers This may be inferred from 
the illiistiations sjiowing the decrease in the average size 
of the holding given abo\e 

It will theieloie be admitted that, ignoring the land 
revenue, tlie cultivatoi ot a harani o\ well-irrigated hold¬ 
ing under Akbar was decidedly bettei otf than the modern 
cultivator, for (li he cultivated a larger holding and (2j 
the aveiage yudd of his holding was greater 

A large cultivator may be able to bear tax burdens 
which would absolutely ciush a small cultivator The 
cultivator undei Akbai paid the value ot ird of his gross 
pioduce as revenue, and still lived to cultivate the land 
It would be impossible for the cultnator of a holding of 
2 01 S acies to-tlay to pay the land levenue at Akbar’s 
rate and still live 

Puithei, we have so tar assumed that the modem 
eultuatjr shares his produce only with the State This is 
tine only in tlie case of the peasant propiietor But even 
in the Punjab, which is a land of small peasant proprietors, 
in the cpiinqueiinial period ending 15th dune 1927, out of 
29 7 million aeies under cultivation, 10 5 million acres 
were held by tenants paying cash and grain rents. The 
figures for the United Provinces f for the year 1920-21 
are as follows 


f Land Rev Adm Report for 1930 21 
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1 Total area of holdings 

1 Million Acies. 

Total cash and grain- 
rented land Million 
Acres. 

Agra 

28 5 

21 9 

Oudh 1 

10 0 

8 4 


Moie tliaii thico-fourtlib of the land in the United 
Provinces is cultivated by tenants, and the position is not 
very diffeient in Bengal Over a laige part ol Noithern 
India, thus, land is no longer the propeity of the woiker, 
and he no longer leaps the full reward of his laboui 

AVith the rise in the puce of agiicultural pioduce, 
and the decline of hand-indu&tiies, which has depiived 
laige masses of the population of then tinic-ohl sources of 
livelihood, the demand tor land has increased The lesult 
is seen in the rise m cash rents all over the country 
Rents to-day aie no longer custoniaiy, but determined by 
competition 

The evils of absentee-landlordism in Bengal and other 
parts of India are well known The abnormal use in rents 
and aibitrary ejectment of tenants by landlords compelled 
the Government of India to enact tenancy legislation in 
the different provinces with the object of safeguaiding the 
interests of tenants. 

In the United Provinces cash rents piedominate In 
the Punjab, in the quint[uennial peiioil ending 16th June 1927, 
tenants-at-wdl holding 9 9 million acies paid rent in kind 
with or without an addition in cash. The rate of hatai 
vanes fiom ^ and § to J, but often it is \ 

What batai means to the tenant may be illustrated by 
an example 

In Some Aspects of Batai Cultii'ation in the Lyallpiir 
Distnct of the Punjab (publication of the Board of Economic 
Inquiry, Punjab, Rural Section), Mr Stewart publishes 
the results of his study of batai cultivation in the case of 
18 tenants two of whom cultivated (in the year 1923-24) 
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1 square each and the others half-a-square each (25 killas=l 
square , 1 killa=l^ acres) Of the gross produce of tlie 
land, half in each case was claimed by the landlord foi 
granting the use of the land The land revenue and the 
water-rate were shared equally by the landlord and the 
tenant (Rs 5-8 per acre each' All other expenses ot 
cultivation—the cost of seed, upke^'p of bullocks and the 
cost of implernents—weie boinc entirely by the tenant 
The accounts show that the net income of the landlord 
varied between Rs 25 and Rs 40 per acre, or Rs 30 on the 
average of all the tenants The gross income of the tenant 
was the same as that ot the landlord, but Ins net income 
varied between Rs 14 and Rs 31 per acre, oi an avciage 
ot Rs 19-3 “ Whilst the tenant profits on an average to 

the extent of Rs 19 per acre,” remaiks Mr Stewart, ‘‘the 
landlord i eaps Rs 30 ” 

The question that may be pertinently asked is whethei 
such a tenant, even in a canal-iiiigated area, is really 
bettei off than the cultivator owning his land 300 years 
ago, and paying the laud revenue at Akbar’s rate 

It matters very little from the point of view of the 
tiller of the 'lOil whether he hands ovei a large part of his 
produce to the State landloul oi a private landloid He 
lives only on what is left with lum 

Private lent has aiisoii and devehjped under Biitish 
lule Tins has undoubtedly tiirichetl a veiy small class 
of the population Like the liliC', in the field the landloid 
does not labour But how is the cultivator benefited by 
the substitution of a new exploiter, who owes him no 
duties, for an old, who, iii theory, at any rate, was bound 
to take some interest in his welfare ^ 

This aspect of tiie question is completely igiioreil by 
those who describe the land revenue demand of Akbar 
as “ejctre/nehy severe" and the peasant as pitilessly oppres¬ 
sed, ready to escape from poverty ami oppression by flight, 
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or by the surrender of his personal freedom The cultivator 
to-day who pays ^ hatai^ in addition to his share of the 
land revenue, would gladly change places with the owner- 
cultivator of the past A^er paying the land rovemio he 
would be left with more to eat than the batai tenant to¬ 
day, or the tenant paying rent ropiesenting the full 
economic value of the land. The owner-cultivator of the 
past was not rich, but he was more prospoious in noinial 
years than the tenant-cultivator of to-day 

Let us take an example Suppose wheat is the only 
crop grown, and that the amount of land cultivated is 10 
acres The normal yield of wheat peracio in the Lyallpur 
District is 1'200 tbs*, or 14 63 Mds The aveiage yield of 
polaj land in the time of Akbar was 12 06 Mds The net 
income of two cultivators, one paying hatai and the other 
land revenue at Akbar's late, may be thus calculated 


Ratal tenant, Lyadpur 


Cahtmtor nadti Akhn 



Rs 


Rs. 

Land cultivated (canal-irngated), 


Land cultivated {htaani), 10 


10 acres 


acres 


Yield of wheat per acre, 14 63 


Yield of wheat per acie, 12 96 


Mds 


Mds 


Total >ield, 146 3 Mds 


Total yield, 129 6 Mds 


Value at Es 5 per Md 

732 

Value at Rs 5 per Md , 

648 

Fxpenses shared equally between 


Cost of cultivation 


the landlord and the tenant 


Land revenue 

216 

1 Land revenue and water 


Kanniii 

60 

rate at Rs 11 per acre 

no 

Seed 

20 

2 Kamtns, Rs 5 per acre 

50 

Plough bullocks and implenunts 

105 

Total 

160 

Total cost 

391 

Net income of the landlord and gross 

Net income of the cultivator 

257 

income of the tenant, each 

286 



Expenses borne entirel> b> the 




tenant 




1 Seed, Rs 2 per acre 

20 



2 Plough bullocks and imple- 




ments, at Rs 10J per acre 

105 



Total 

125 



Net income of tenant 

161 1 




It is seen that Akbar's peasant would get substantially 
more to eat than the Lyallpur tenant. 

• Season and Crop Report, Punjab, 1927-28 
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The tenant, or the actual tiller of the soil, even in 
Lyallpur, the most prosperous district of a province which 
IS agriculturally more prosperous than any other part ot 
India, is poor For what does he earn ? Of the 18 tenants 
studied by Mr Stewart, two cultivating a square each 
(about 28 acies) earned a net income per day of Re 1-2-6 
and Re. 1-0-5 Of the remaining 16 tenants, each cultivat¬ 
ing half-a-square (about 14 acres'), the daily net income of 
8 varied between Re 0-5-3 and Re 0-9-1. that of the 
other 8 tenants exceeded 10 annas, but was less than a 
rupee The average income of all the tenants, as we have 
seen, for the whole year (1st dune 1923 to 81st May 1924) 
was Rs 19-3 * 

A cultivator of 14 acres in a canal colony would not 
be regarded as a veiy unfortunate person The income 
from an irrigated acre is greater than that from an un- 
irrigated acre, but even m the Punjab, where canal irriga¬ 
tion has been most developed, of the 29 47 million acres 
sown in 1927-28, 15 29 million acres were unirrigated (16 46 
million acres in 1926-27 and 18 75 million acres in 
1924-25) Fuither, as we have seen, 56 per cent of the 
cultivators’ holdings in the Punjab are of less than 5 acres. 
Assume now that the average income per acre, taking 
both irrigated and unirrigated land, is not less than 
Rs 19-3 Then the cultivator of a 5 acre holding, pay¬ 
ing hatai oi cash rent, does not earn in a normal year 
more than Rs 96 as the net reward of his labour, and 
those cultivating less land earn less This is equal to 
Rs 8 a month, or a little more than 4 annas a day 

Attention is naturally drawn by official writers to the 
great increase in agricultural production owing to the 
improvement of agriculture and the development of canal 
irrigation But mere increase in production is not a 
reliable index of the economic position of a community, 
* Some Aspects qf BcUat Cultivatumf p. 24, 
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and particularly of poor groups of persons The position 
of individual members of a community is better indicated 
by per capita income, and it is materially afFcoted by 
the distiibution ot income 

An attempt may now be made to determine the level 
of per capita agiicultural income in the Punjab, taking 
the landlord, the tenant and the agricultural labourer 
together. 

Wo shall limit our enquiiy to those dependent on 
ordinary cultivation They form about 57 per cent of the 
total population of British Punjab and ovci \)1 poi cent 
of the total number of those dependent on pasture and 
agiiculturo in this Province The enquiry is intoiesting 
not merely from the provincial but from a nioie geneial 
point of view, for the net per capita income of cultivators 
in other parts of India cannot be much highoi, and is 
probably lowei than that of the '<ame class in the Punjab 

Those dependent on ordinary cultivation include the 
following classes 




Number, 



accoiding 
to the census 



of 1921 

1 

Income from rent of agricultural land 

886,423 

2. 

Ordinary cultnators 

9,'t23,7r.5 

S. 

Agents, managers of landed estates 



(not planters), rent (ollectois, 
cloiks etc 

11,261 

4, 

Farm serMuts 

391.666 


Field labourcis 

648,818 


Total 

11,756,932 


The annual Season and Crop Repoit for the Punjab, 
an official publication, contains a most inlciesting table, 
giving the approximate value of the principle crops grown 
by ordinary cultivators These crops are wheat, barley, 
nee, maize, luwar, hajra^ oil-seeds, sugar, cotton (both Desi 
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and Ameiican) and fod<ler The total approximate value 
of these crops m 1927-28 was Rs 82 crores and in 

1926- 27, 91 1 rrores We might, of couise, make agricul¬ 
tural production in 1927-28 or 192G-27 the staiting point 
ot oil! investigation But climatu conditions m these 
years wore not very favourable Cotton, one of the 
principal crops in the Canal Colonies, largely failed 
in 1926-27, and the wheat ciop was below the normal in 

1927- 28 The i)nces of agiuultuial pioduce were also 
geneially low The year 1925-26 was a more normal 
year The puces weie higlier ainl tlicie was a record 
acieago under cotton, the most valuable tioj) ot the Pro¬ 
vince after wlicat 

The total area sown in 1925-26, both irrigated and 
umrrigated, was 29 71 million acres, of which the principal 
crops account for 27 6 million acies The approximate 
value ot the principal crops in 1925-26 was 96 8 crores 

The Director ot Laud Records, while commenting on 
the estimated value of the pimcipal crops in 1922-23, 
pointed out that the tigno' ot yield in the case ot wheat, 
on which the value of the wheat crop m 1922-23 was based, 
was probably an inidoi-estimate The actual yield may 
have been 38 pei cent greater It is possible that the 
figure representmg the value ot the wheat crop in 1926-26 
is also an under-estimate Adding ird of the estimated 
value (37 4 crores) we get 49 9 eroies as the approximate 
value of the wheat crop in 1925-26 The total estimated 
value of the principal crops in 1925-26 was thus 109*3 
crores:— 
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Crop 

1 Ebtimatod value. 

1925 26 

' Croios 

Wheat 

19 9 

Barley 

2 1 

Rica 

4 6 

Maize 

3 S 

Bajra 

! 3 H 

Juwar 

1 3 

Gram 

8 (> 

Oil '^eodb 

.1 2 

Sugar (raw) 

6 0 

Cotton (Ven and American) 

U 9 

Fodder 

1 ^ 

Total 1 

1 

109 5 


This estimate does not include the value of bhuso, 
which IS an important item in the case ot wheat. The 
proportion which bhusa represents ot the total value of 
the crop may be taken to i for wheat and about | for 
barley, gram, juwar, bajra and maize Tho total value ot 
bhusa of the cereals mentioned may be estimated at 
16 crores in 1926-26 

Besides the principal crops the following ciops of 
minor importance are grown m the Punjab ragi or 
mandwa and other ceieals, mung, moth and othei pulses, 
miscellaneous food crops, tobacco and other naicotics, 
condiments and spices, mdigo and other dyes , tea , or¬ 
chards and garden produce. The area under these ciops 
m 1925-26 amounted to a little more than 2 million 
acres out of a total of 29’7 million acres sown We may 
neglect the area under condiments and spices, dyes, tea 
and garden produce (total of 356,943, acres), for the 
growers of these crops are not included under ordinary 
cultivators (they are classed separately under sub-order 
(6) of the mam head. Pasture and Agriculture growers of 
special products and market gardening) This leaves 
1 76 million acres for the minor crops If we assume 
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lliat the avpiage value of these crops per acre is tli' same 
as that of the jiiiiicipal crops (it will probably be less), 
the total approximate value of the minor crops grown 
on 1 75 iniilion acios amounts to 7 1 crores The total 
gross value ol all the crops including fodder and hhusa 
thus amounted to 131 4 croies 


Ciops, iy‘i’'j-26 

Value, in ciores 

PlllU ip.ll Clops 

109 3 

Bhusi 

15 0 

Jtluior ciops 

7*1 

Total 

131 4 


This is gloss income A substantial portion of this 
income is lost in the uj»kee]> ot bullocks, in the form of 
seed, and [la^ments fo (roveinment in the shape of 
land revenue and uatei-rato The actual income which 
the oultivatois miioy must be considerably less than 1314 
croies 

The amount ot eeiiain payments which the cultivators 
have to make is dehiiitely known, that of otlieis we shall 
tiy to estimate 

In the fiisL plai'e, the total land levenue demand, 
“ practically the wliole of which was collected without 
difficulty ”, amoi.'lied to about Es 457 lakhs in 1925-26. 
The dlleet receipts oil account of irrigation in the same 
yeai amounteil to 14 crores, oi a total of 8 97 crores 
olainu'd by tin* Goveinment The watei rate is the cost 
ot canal water. we have still to estimate the cost of well- 
watei used for irrigation purposes In 1925-26 the 
area irrigated by wells in the Punjab amounted to 3 7 
million acres It is well known that the cost of irriga¬ 
tion from canals is only a fraction of that from wells, 
which explains why well-irrigation has been superseded 
by canal irrigation in areas formerly dependent on wells. 
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The Agricultural Commission estimated the cost of well 
irrigation at Eh 22 per acief The cost of water, then, 
for 3 7 million acres under well irrigation at Rs 22 per 
acre amounted to 8 14 crores 

Seed in the case of iirigated crops may be taken to 
cost on an average Rs 2 jiei aeie This is the figiue 
suggested by Mr Stewart in Some Aspects of Batai Culti¬ 
vation (1926;, In his Farm Accounts published in 1928 
Mr. Stewart estimates the cost of seed, where normal in¬ 
tensity of cropping is followed, at Rs 2-4 per acre 
“ Where improved varieties of seed aie sown, and some 
sugar-cane is grown,’’ ho says, “seed avciages about 
Rs 2-8’’ For unirrigated crops the cost of seed may be 
taken to be Re 1-8 per acre The total ol seed for 13 7 
million acres irrigated and 16 ti million acies iiiiirrigaled 
thus amounts to 6 11 crores Theie Hnally remains the 
cost of upkeep of bullocks and that of agricultiiial imple¬ 
ments. The cost of bullock-labour must vary a great deal 
in different parts of the Province and under diffeient 
methods of cultivation Mr Stewait estimates that under 
direct cultivation bullock-labour costs about Rs 17 per 
acre of holding, in the case of tenants, where special 
attention is not paid to the feeding of the bullocks, the 
cost averages from Rs 9 to Rs 10 per acre on batai 
cultivation. We might take the cost of bullock-labour 
for the Province as a whole to be Rs 9^2 per acre and 
the cost of implements, represented as an annual payment, 
Re. 1 per acre, or a total of Rs. 10^ for bullock labour 
and implements This is, again, probably an undei-estimate. 
Mr. Bhalla, for example, m his Report on the Economic 
Survey of the Bairampur village in the Hoshiarpur District, 
estimates the cost of upkeep of bullocks and implements 
at Rs. 10-14 per acre annually. At Rs. 10-8 per acre 
bullock-labour and implements represent a deduction of 
30 87 crores from the gross value of the produce, 
t Repot t, p 343 n. 
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The total cost of cultivation in 1926-26 thus ai louut- 
ed to 63 99 crores 

Cost of Cultivation, 1926-26. 



Crores 

Land rovoiiuo 

5 47 

Water rate 

4 4 

Well irrigation i 

8 14 

Seed 

5 11 

Plough bullocks and implements 

30 87 

Total cost 

51 99 


Deducting the co-st tiom the gioss income we gel 77 4 
(’lores as the total net income ot tliose dependent on 
oidinary cultivation in 1925-2<> 

Dividing the not income by the number of those who 
earned it (11,766,932) we get Ks 66 4 as then net per 
capita income in 1925-26 

01 the 11,766,932 agiicultuiistb, 3,800,900 weie actual 
workers and 7,896,032 dependents. A total net income of 
Es 77 4 crores means an income of Es 199 2 per worker 
with two dependents, or a monthly income of Es 16 6, or 
a daily income ol about 9 annas This is the average 
daily income of a group ol 3, ignonng the unfan distii- 
bution of income whicli the existence of the landlord 
implies 

^These figures are not exact They are approximate 
figures, but as such they may be accepted as a basis lor 
discussion The margin of eiror, however, is not very 
wide As regards income, the value of minoi ciops may 
have been over-estimated to the extent of about a crore, 
and of hhusa to the extent of another crore As for cost, 
possibly that of well irrigation, taken at Es 22 per acre 
suggested by Agiicultural Commission, is too high. If we 
take this cost to be not more than Es. 16 per acre, there 
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IS a saving of a little more than 2 crores On the other 
hand, seed for irrigated crops perhaps costs on an average 
4 annas more per acre, which increases tlie cost of seed 
by 36 lakhs, and if biillock-laboiir on an aveiage cost 
Tls 10 per acre instead of Rs 91, there would be an addi¬ 
tion to cost of about Rs 11 croies On tlie whole oui 
estimates of income and cost are taiilj' lohabh', allow'ing 
a maigin, say, of 6 per cent for eiioi 

The average income ol the agiieultuial woiker, w’lth 
two dependents, in the Punjab, is thus tound to be 9 annas 
daily This is his net income from (K/) uitlftu r not Ins 
total ineome The field laboiaei is olteiiable to .nhl to Ins 
inoome in the slack season by woiking as unskilled laliouiei 
in a neighbouring towni or on aiailwa} station, oi in.iinral 
tactoiy industiy Small cultivatois sonu'tniifs (.n n a little 
money by plying tlie gadda foi line Rinai indiistiKs, 
such as rope-making, scricultuie, and to a smallfi cxtinit, 
spinning and weaving, and animal hnsbandiy aie also a 
subsidiary source of income Thcie, is fuithoi, an addition 
to the family income in the form of leiinttami's lioni 
members of the family who aie serving in the ainiy oi 
employed in non-agncultuial occupations in tin' towns, or 
have emigrated and settled in foreign countiies. 

For w-'ant of reliable data it is impossible to estiniate 
the income of the agricultural woiker fiom iioii-agrienl- 
tural sources, and any figure that may be suggested would 
be a mere guess, moie likely to be wiong than light It 
IS for this reason that the present disenssion lias been 
limited to tacts w^hieh ean be moie oi less definitely ascer¬ 
tained 

It IS however certain that agriculture is the mam 
.source of income in the case of the great majouty of those 
dependent on ordinary cultivation Ropc-making, spinning 
or weaving are not the piofession of ordinary cultivators 
In most cases these subsidiary industries satisfy, to a small 
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extent, the requirements of tlie family, and represent lilt I o 
addition in tonns ofmonej'- to thenctineomp of tlie agiicul- 
tiirist Mo>t agricultuiists possess one or two cows or 
buffaloes But so fai as income fiom the sale of ghee 
or milk IS conrernod, the cultivatois as a class mu«t share 
it with cattle aiul buflalo bicedeis and keepers, who are 
not incliided among those dependent on oidinaiy cultiva¬ 
tion and loim a separate gioup [sub-order (d) of Pasture 
and AgruMilturc laisnigot taim stock] 

It will be seen that vhile the aggregate wealth pro- 
diK ed by tile Piiniab culti\atois eveiy }eai is consider¬ 
able, tlic level ol per capita agricultural income is low 

Ccitain impoitant conclusions regarding the causes 
of the poverty ol the peasant are suggested by the fore¬ 
going discussion 

A Money Leiideis' Registration Bill was introduced 
111 the Piiiqab Legislative Council in November 
which gave use to a bitter contioversy In the statement 
ol Objects and Reasons it was attempted to show that 
indebtedness was one ol the mam causes of the poveity 
of the Pun|ab eultivatoi This belief is widespread 
]\toie lecently a speaker at Calcutta likened the people to 
sheep and the Mahajan to a wolf “When the Mahajan 
sickens and dies,’’ he said, “ th? sheep will fatten and 
live ’’ 

The Mahajan is not a lovable person, and the culti¬ 
vator deserves all the protection that the law can give 
him 111 his dealings with the Mahajan But it is incorrect 
to say that the Mahajan is responsible for the poverty of 
the cultivator We have seen that the net per capita 
income of those dependent on ordinary cultivation in 
1926-26 was 66 4 Rs., and that the daily income of the 

agricultural worker, with 2 dependents, was 9 annas_ 

without making any deduction on account of interest pay¬ 
ments to the Mahajan. In estimating the cost of bullock- 
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labour oi of well irngat.ion, interest on capital cost would 
have to bo allowed, even if money was not borrowed tor 
the purpose Mr Stewait assumes 8 per cent intciest on 
capital and Mr Bhalla 9 per cent, and these lates are not 
excessive Some interest is therefore included in my esti¬ 
mate of cost In addition, the ciiltivatoi pays to tlie 
Maliajaii 4 or 5 cioies annually The whole of this sum 
was not included in theestunato otcost as obviously interest 
on money borrowed tor the celebration ot mairiages or 
other ceiemonies, oi foi othei purposes not connected with 
agiicultiiio, is not a part of cost ot cultivation The point 
which may be nott'd is that even if wc ignoio tin' Malia)an 
altogethei, the agi iciiltural woiker on an aveiage earns 
very little Even if he weie, by a Go\ eminent deciee, 
entirely freed from debt, he would remain as pooi as he is 
to-day Great things are expected troin the dovelopraont 
of co-operative ciedit in this Province and the lest ot 
India At the prosrmt time about 89 per cent ot tho iiiial 
families in the Punjab aie unatfectod by the co-opeiative 
movement, but suppose withm the next 2'i or 50 years 
the ideal of a co-operative credit socictx in each village is 
attained Co-opeiation would save the cultivator tioin the 
clutches of the Mahajan, but it the leal causes ot tho 
poverty ot the cultivatoi continue to woik luicheckod, it 
IS certain that the level of per capita agricultuial income 
will not only not mciease but tend to tall 

The duet cause ot the poverty ot the cultivator in tho 
Punjab, as in tho rest of India, is tho excessive numbers 
dependent on agriculture. 

It will perhaps be said that tho present position is 
due to the fault of the people themselves They multiply 
so fast! Mr. Darling in the concluding Chapter of his 
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Punjab Peasant while discussing the population pioblem, 
quotes Malthus and says “The root cause of India’s poverty 
could hardly be better expressed, for it has long been the 
custom to follow the first impulse of nature and marry as 
near the age of puberty as possible. The awe-inspirmg 
result IS the addition of over 100 millions in 50 years”.' 
And he explains in a footnote that the population of 
India rose from 206 millions in 1872 to 319 millions in 
1921, an increase of no less than 113 millions' 

It must be admitted that almost every one in India 
marries and marries early, and that our birth-rate is one of 
the highest in the world The population of India tends 
to increase rapidly, and for this our social and religious 
customs are responsible, which can be reconciled neither 
with the teachings of economic science nor with common- 
sense. But it IS the gravest of errors to suppose that the 
population of India does, as a matter of fact, increase 
rapidly. If the birth-rate in India is high, the death- 
rate IS also high The movement of population is con¬ 
trolled by disease to an extent unknown in Europe or 
America. Plague and fevers have ruthlessly relieved the 
pressure of population on the soil. The real increase of 
population between 1872 and 1921 was not over 100 
milhons as Mr Darling supposes 113 millions was the nominal 
increase, not making any allowance for additions of terri¬ 
tory at each census and improvements in the methods of 
enumeration. The real, increase was only 54 millions, or 
20 per cent * During the same period the population of 
Europe (India may well be compared with a Continent 
rather than a single country) increased from 307 7 to 449*7 
millions, an increase of 46 per cent—more than double our 
rate of increase. The rate of growth in India is slower 
than that of the leading countries of Europe, with the sole 
exception of France. 

'P,287. ' 

* See Oensus of India, 1921,1, 7, 



CHAPTER III 


THE MERCHANT 

The foreign trade of a country is a very good index 
of the economic activities of the people Agriculture is 
the mam occupation of the people of India. this is shown 
not only by the occupational census of India held every 
ten years, but by the character of our foreign trade In 
the year 1927-28, 71 per cent of our exports consisted of 
articles of food and drink and raw materials, while about 
73 per cent of our imports represented articles wholly or 
mainly manufactured Further, while both imports and 
exports have much increased during the past 60 years, the 
character of our foreign trade has remained unchanged 
The character of our foreign trade in the 16th and 
17th centuries was essentially different The bulk of the 
exports consisted of cotton manufactures, the imports 
chiefly consisted of gold and silver, a few articles of luxury 
and fancy goods meant for the rich, and spices 

Let us first consider the imports In his Remons- 
trantie or report on Surat, dated 22nd October 1615, Pieter 
Oielis van Ravesteijn gives an interesting list of articles 
imported for Akbar from England His object was to in¬ 
dicate to the authorities in Holland the nature of the 
demand for foreign goods at the Court The list includes 
fine swords and knives which will cut through iron, satin 
and velvet of various colours (“but no black,” for Van 
Ravesteijn thought they could not be sold at a profit), fine 
woollen cloth, green, yellow and cnmson, 3 or 4 pieces of 
men’s and women’s clothing, each of a different fashion; 
all kinds of oil paintings, landscapes as well as portraits ; a 
small quantity of perfumed leather; mirrors of full man’s 
60 
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size; parrots, cockatoos and other pet birds, Japanese 
weapons , ornamented copper candle stands; ornamented, 
genuine glass, and table service inlaid with gold , 3 or 4 
watches (hour-glasses) of metal and crystal, breast plates, 
arms such as spikes, and matchlocks 

And Van Ravestciju added “ Vanous other curiosi¬ 
ties, not of great value, would be welcome, and 6 or 6 
good sleuth-hounds and some poweiful hunting dogs, who 
would not be afraid of fighting leopards and tigers”^ 

The imports into the principal ports on the Coroman- 
dal coast, iaz , Tegnapatam or Pnlicat, Petapoly (Nizam- 
patam) and Masulipataiii, wheie the Dutch had factories, 
were as follows jiepper, mace , nutmegs, cloves, sandal¬ 
wood, aloes-wood, lord, sulphur, alum, raw silk 
from Aitchyii and liom China , twisted silk from 
China , silk manufactures “ but little in demand”, musk, 
Vermillion , quicksilver , camphor fiom China as well as 
from Borneo (but the lattei was most in demand), tin , 
crimson woollen cloth , crimson kerseys Chinese rolled 
damask , Chinese gold wire , tinsel. tortoise-shell, rubies, 
Chinese lacquer-woik and some fancy goods There was 
some demand for poicelain m Petapol}", which is explain¬ 
ed by the piesencc ot Peisian merchants “ who eat from 
porcelain-waic, but not the Hindus” - If we add gold 
and silver, and horses from Iiaq and Aiabia, we have a 
fairly complete picture of iinpoits into India three or four 
centuries ago 

It will be seen that with the exception of spices and 
one or two other articles, the imports chiefly consisted of 
articles of luxury meant for the rich According to More¬ 
land, “ the masses of Indian consumers were too poor to 
buy imported goods ” " But the masses of consumers, 

^ Terpstra, We^iterhoartteren, 215 * Schorer’a account of the Coro- 

maudal coast dated 1616 
* From Akhar to Aurangzeb^ p, 53. 
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whether in India or elsewhere, are always too poor to buy 
imported articles of luxury. The character of the import 
trade is explained by the self-sufficient character of India 
of the past. The terrible machines which have transform¬ 
ed EuT-opean industry and ruined Indian weavers and 
other hand-workers, had not yet been invented, and our 
craftsmen were unbeaten in their art. In the year 1913- 
14, imports of cotton piece-goods into India amounted to 
3,197 million yards, as compared with Indian mill-produc- 
tion of 1,164 million yards The explanation of these and 
other heavy imports of manufactured goods to-day is that 
the hand-worker is unable to compete with power-driven 
machinery, and that India has ceased to be self-sufficient 
in regard to the supply of manufactures—not that the 
masses of Indian consumers now roll in wealth. 

It has been said above that cotton goods formed the 
bulk of our exports in the 16th and 17th centuries. 
Cotton weaving was one of the main occupations of the 
people, and as an industry it was even more important 
than agriculture, for while agriculture supplied the needs 
of the population (exports of agricultural produce were 
for the most part unimportant), the cotton industry pro¬ 
duced cloth not only sufficient to clothe the masses of 
India but for export. 

The whole world was a market for the products of 
this national industry. 

Cotton weaving is a very ancient Indian industry. 
From the accounts of the Greeks who accompanied Alex¬ 
ander the Great on his expedition to India it appears 
that the art of weaving was highly developed in India in 
the 4th century before Christ, and produced the finest 
goods.^ Cotton goods were exported to Greece where 
they were known as Gangetika. • From very early times 


‘ Lassen I, 296. * Ibid II, 24. 
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then, down to the 16th and 17th centuries, the industry 
continued to grow and prosper, nor did its growth and 
prosperity cease under the Moghul Kings. 

The importance of the exports of cotton goods may 
be judged from the following veiy few references to the 
trade (selected from a great many) in the accounts of con¬ 
temporary European tiavellers 

Duarte Barbosa (Portuguese) thu^ refers to the ships 
from Cambay that he saw (1614) at Aden “ And these 
ships of Cambay are so many and so large, and with so 
much merchandise, tiiat it is a teriible thing to think of 
so great an expenditure of cotton stuffs as they bung 

Barbosa mentions the sacking ot Mombasa by the 
Portuguese a few years earlier (16th August 1606) A fuller 
account based on original sources is given in a recent 
publication.* When the invaders stormed the King’s 
palace, they found there large quantities ot cotton goods 
from Cambay which, says Huemmeiich, provided clothing 
for the whole of the East African coast 

Cotton goods were made all ovei India, but there 
were three great centres of the export tiade Cambay 
supplied places to the W( st of India , countries to the east 
were supplied from Coroiiiandal and Bengal. The impor¬ 
tance of exports from the Coromandal coast may be judged 
from the following statement contained in a letter dated 
June 1612 from Hendrik Biauwer (later Dutch Governor- 
General) to the Directors ot the Dutch East India Com¬ 
pany . “The coast of Coromandal is tlu' h ft arm of the 
Moluccas and the islands round about, because without 
cloth imported from Coromandal, trade would be dead in 
the Moluccas.”* 

The demand for cotton goods made on the Coroman- 

‘ Tht Cotists of East A/rtca and Malabar 28 * Huemmerich, 61, 

* Heeres, Bxjdragtn 154 
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dal coast was not limited to the places in the East fre¬ 
quently mentioned m the early Dutch leports, viz.^ 
Atechyn, Priaman, Queda, Perae, Sumatra, Java, Malaya, 
Patane, the Moluccas, Banda, Borneo, Celebes, Solor, 
Boreroc, Bantam, Amboina, Siam, Pegu, Tenasearim, and 
Arakan It was wider A Resolution of the General 
Council at Bantam, dated 3rd December 1610, refers to 
“ cloth and other goods which have been ordered from the 
coast of Coromandal for the Moluccas, Java and the 
Fatherland Already in 1610 there was a keen de¬ 
mand in Holland for Indian goods 

In one of the earliest MS accounts ot the east coast, 
for the year 1607-08, preserved in tlie Dutch Records 
Office at The Hague,* there is another interesting reference 
to cotton goods It appears that the Dutch experienced 
difficulty in buying red cotton cloth through the usual 
middlemen in Petapoly, the reason being, that the trade 
was controlled by the King of Golcanda, in whose 
jurisdiction Petapoly lay, who had agreed to supply the 
King of Persia every year for his army several thousand 
pieces of red cotton stuffs. The goods must have been 
exported to Persia by sea 

Nor was the demand for our cotton goods less keen 
in England The exports to England grow rapidly in the 
first quarter of the 17th century, and demand was limited 
only by the want of funds Indian calicoes were popular 
in England and replaced the more expensive linens im¬ 
ported from Holland and Germany, The conversation 
which the Deputy Governor (Morris Abbot) and Thomas 
Mun had with King James and which Abbot reported to 
the East India Company in August 1623, is reproduced in 
English Factories^ 1624-29* The King asked “ what vent 
they had for the greate masse of callicces [that] came 

* Terpstra, Koromaridal, 173 

* Kol. Arch No 961 (Dutch Letters Beoeived) * P xxvi. 
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yerelye. They answered that much of it is very usefull 
and vendes in England, whereby the prizes of lawnes, 
cambrickes, and other linnen cloth are brought downe , 
for the rest England is now made the staple for that 
comoditie, which having first served His Majestie’s domi¬ 
nions, the overplus is transported into forrayne partes in the 
nature of a home bredd commoditie The King approoved 
exceedingly thereof, and said this was the ready way to 
bring treasuio into his kingdome.” On March 30, 1626, 
Abbot, who had now become Governor, told a General 
Court that “the commodities of Zuratt doe vend heer 
much bettei than in former tymes for example, cdllicoes 
hath found such vent in torreyne parts as it the Com¬ 
pany had 100,000 oi 200,(XX) peeces they wold bee utter¬ 
ed in short time.” 

The few extracts given above are sufficient to show 
the importance of cotton goods in our foreign trade, and 
of the weaving industry in giving employment to our 
workers 

Among other articles of export mdigo was of some 
importance, the method of its manufacture has been 
described by Pelsaert, W G de Jongh and Van Twist. 
Cotton yarn was exported from the Coromandal coast In 
Masulipatam there was a great quantity of iron and steel, 
which also figured among the exports from the East coast '■ 
Among the articles of trade in Gujrat mentioned by 
Twist, in addition to cotton goods and indigo, we find 
opium, king, lac, myrobolams, gambler, drugs, precious 
stones, and alabaster and marble. Rice was exported from 
Bengal. 

Raw silk has been mentioned above among imports. 
The Indian silk industry depended upon imported raw 
materials, and Gujrat was one of its important centres. 
Twist mentions silk goods of various colours and designs, 

‘ Terpstra, KoromandcU, 176 
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and gui)ds of mixed cotton and silk ^ 

"We may next bnefly notice the nature of India’s bal¬ 
ance of trade m those days 

As at the present time, exports much exceeded imports 
111 value But our favourable balance of trade is now a 
sign of oui debtor position The Home charges amount 
to £30 millions annually , this is expenditure charged to 
therexeiiues of India Apait fiom the Home charges, 
there is an annual drain from India of profits of important 
iiidustues, which are a monopoly of, or controlled by 
foreign capital, as tea, coffee, rubber, petroleum, jute, coal 
and others of less importance In addition, invisible 
imports 111 the shape of the services of foreign shippers, 
baiikeis and commission agents have to be paid for. 
While the balance of trade is generally in our favour, the 
balance of payments is against us, and we pay our debts 
abroad by exporting goods greater in value than that of 
goods imported If the balance of trade turned against us, 
we should simply become a bankrupt country 

The situation was different in the past The demand 
for our manufactures was keen m the markets of the 
world, while our demand for the manufactures of other 
countries was so small as to be negligible Indian pro¬ 
duce was exported in Indian ships manned by Indian 
sailors, and the natives of the country largely earned the 
profits from exchange and the provision of credit needed 
for trade Not only the balance of trade but the balance 
of payments was heavily in our favour In other words, 
India was a creditor country, and the world paid her 
tribute in silver and gold 

Van Twist m his Chapter on the wealth of the kings 
of Hindustan explains that although there were no gold or 
silver mines m India, large quantities of both were import¬ 
ed from foreign countries, and that it was forbidden to 
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export them. “India is rich in silver/’ wrote Hawkins, 
“ for all nations bring coyne and carry away commodities 
for the same, and this coyne is burned iii India and goeth 
not out.”^ Terry estimates that an Indian ship returning 
from the Red Sea was “ usually worth two hundred thou¬ 
sand pounds sterling, most of it in gold and silver,” 
“Besides,” he adds, “ foi what quantity of monies comes 
out of Europe by othei means into India, I cannot answer, 
this I am sure of that many >.ilver streames runne thither 
as all rivers to the sea, and there stay, it being lawful for 
any nation to bring in silver and fetch commodities, but 
a crime not less then capitall to carry any groat summe 
thence.”* Maiuielslo also noted that it was ‘prohibited, 
upon pain of death, that any should transport either Gold, 
Silver, or coined Brass out of the Country ”* 

It would seem that our Moghul Kings held Meicantilist 
views on the subject of gold and silver, but who will say 
that they did not show good sense in encouraging the 
export of commodities and in discouraging the export of 
gold and silver? Wealth does not consist in barren metal, 
but it would be difficult to show that heavy Home Charges 
and the constant drain of profits of important industries 
from a country tend to eniich that country 

Our large and profitable foreign commerce, which made 
streams of gold and silver flow from many parts of the 
world to our country, suggests the existence of a numerous 
and wealthy merchant class For where did this gold and 
silver go, if it did not go out again ’? The greatest part 
of the profits of foreign trade must have been earned by 
Indian merchants, unless we suppose that as soon as ships 
bringing gold and silver from the Red Sea and other 
foreign ports arrived in an Indian harbour, they were 
seized in the King’s name and the money which they 
brought was added to the King’s treasure. 

* Foster 112, ‘ Foster, 302. * TravtU \nU the Indtta, 68. 
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These merchants would form a middle class between 
the common labourer and the artisan on the one side and 
the nobles on the other A rich and influential middle 
class, engaged in trade and commerce, must have then 
existed under Akbar and Jahangir 

Moreland’s conclusion is different. He says “In 
the book to which I have already referred {India at the 
Death of Akhar) I arrived at the conclusion that at the 
opening of the 17th century, the population of India con¬ 
sisted of a small but extremely wealthy and extravagant 
upper class, a small and frugal middle class, and a very 
numerous lower class, living generally on the same plane 
of poverty as now, but on the whole substantially worse 
off.”^ And he adds that in the literature relating to his 
period he has not found “a single suggestion tending to 
invalidate the inferences already drawn “ while he has 
“ found much to confirm them ’’ While discussing the 
economic influence of administration he goes so far as to 
say that “India of the 17th century must have been an 
Inferno for the ordinary man.” * 

Now there are many references in the sources which 
Moreland has consulted which invalidate his conclusions 
Moreland has either ignored them or they have escaped his 
attention, with the result that the evidence that he has 
presented to the reader creates an impression of economic 
India in the 17th century which is unfavourable in the 
extreme. As a matter of fact, no worse impression could 
have been created if Moreland had deliberately set himself 
the task of painting our Moghul Kings in the darkest 
colours possible 

Apart from relevant evidence ignored by Moreland 
he sometimes misinterprets evidence. We have seen 
that, according to Pelsaert, craftsmen ate khtchri 
with butter The eating of khichri is accepted by Moreland 

* Moreland II, 197-8 * Ibid. 238, 
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as a proof of the extreme poverty and miserable condition 
of the artisan class under Jahangir. Well, the “dyett” 
of Peter Mundy at Surat, at the end of 1628, naturally, 
consisted for the most part of food cooked in the English 
style, but, he says “ Sometimes we have this Country 
wild fowlo, Antelops, and perchance wilde boare, but ordi- 
narilie wee have dopeage {dopiyaza) and Rice, Kercheere 
{khichn)^ and achare or pickled Manges (mangoes) We 
have also seen that when attempting to show that wages 
in the time of Jahangir were the same as in that of Akbar, 
Moreland quietly assumes that 4-7 pice earned by the 
labourer and 12-13 pice earned by the artisan under 
Jahangir were equal to 2-3 dam'i paid to the labourer and 
6-7 dams to the artisan in the time of Akbar * 

We have seen that there is much evidence, of indis¬ 
putable value, to show that the common labourer in the 
time of Jahangir got substantially more to eat than the 
common labourer in Lahore to-day. 

Similarly there is some convincing evidence, which 
Moreland has ignored, to show thatanumeiousand wealthy 
middle class, consisting of merchants and traders, existed in 
the 17th century. 

“The heathenish Indians that dwell in Goa,” says 
Linschoten, “are verie rich Merchants, and traffique much”’ 
(“ very rich and substantial merchants ” according to the 
Dutch Text) * He describes their shops full of silks, 
satins, damasks, porcelain from China and velvet, as well 

’ Mundy Travel'^, 27-28 

’ Moreland’s error is curious It has been pointed out before that about 
55 pice were reckoned to the rupee at Agra in 1637, the year to which these 
wages relate But even if we assume that wages in the time of Jahangir, 
converted into dams, were the same as in the time of Akbar, they toould re- 
pr sent a greater value, for the d im had risen from 1/40 to 1/30 of a rupee 
2 dams of Jahangir would therefore be equal to 2| dams of Akbar and 6 dams 
equal to 8 dams • 

Trs 228. * “ Veel rijck ende treffelijcke Cooplieden ” Ed. 1910,153, 


60 


as linen, shirts and ready-made clothes for all sorts of 
people. There were also in Goa Banias who sold all 
kinds of precious stones, silversmiths and goldsmiths, and 
dealers in ordinary wares. 

A Dutch report on Masulipatam, dated 1602, in which 
the people are described as “very rich”' has been quoted 
above. 

A Dutch fleet of 12 ships, under Admiral Steven van 
der Hagen, sailed from the Texel on 18 Deo. 1603 and 
visited the coast of Malabar in Oct 1604 In the journal 
of the voyage the people of Calicut are described as yellow 
in complexion “ going about with much gold hanging in 
their ears 

A Dutch factor Pieter Willemsseu, in his report on the 
Bay of Bengal andArakan, dated 25 May, 1618, recommen¬ 
ded to the authorities in Holland the establishment of a 
factory {contoor) in Chatigam, capital of Portogrande, 
which belonged to the King of Portugal, for buying indigo 
from “Benjanen"’ and “Keteris” who flocked there from 
Indostan, Lahore, Agra, Delhi and other places He 
thought that when the Portuguese had been dnven away, 
the Banias “who are great and powerful merchants”* 
would be able to supply large quantities of indigo to the 
Dutch 

In his report on Surat, dated 22 Oct 1616, Pieter Gielis 
van Ravesteijn says “ The principal merchants are Banias 
[possessed] of great wealth ”* 

The Banias of Gujrat are thus described by W. G. de 
Jongh in the Gujrat report dated 1628 or 1629 ’ 

One finds the banias all along the coast, that is in Goa, Coromandal, and 
Bengal, making a living by trade On the other side they are found in Persia, 
Ormus, Gomeron, Dieu, Dabol, upto Mocha who, like the others mentioned 
before, live by trade Many of them are brokers ..Among these banias 
there are many substantial merchants who do a great amount of trade, so 

* Opkomst III, 161# 

* Opkomst III, 168 * Ibid. Q90. * Terpstra, Weaterkwartteren, 206. 
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that the largest trade and the best 18 earned on by them, and they do more 
trade than the Muhammadans. They are sharp business men and honest in 
payment Among them there are many money-changers, found in all places 
in these parts 

We have also seen that Pietro Della Valle m hi'» 
account of the West coast refers to the fruitfulness of the 
land and to “the very considerable gams of traffick where¬ 
in most men are iraployed 

This IS the evidence of Dutch witnesses of our period 
regarding the economic position and importance of the 
Banias, the merchant class of India We should remember 
that the Banias were spread all over India One of the 
reports quoted above distinctly mentions Banias and Ketris 
from Lahore, Agra and Delhi, and the infeieiico would be 
]ustified that all over India this numerous class ut 
merchants took a large part in buying and selling Indian 
and foreign goods, and in organising and financing the in¬ 
ternal and external trade of India, and thus shared in the 
profits of trade and commerce 

The evidence of an English traveller, Finch, is of the 
same tenor He thus writes about Surat and Ahmadabad 

Surat “ The citie is of good quantitio, with many fair merchants houses 
thorom 

Ahmadabad “ The buildings comparable to any citio in Asia or Africa, the 
streets large and well-paved, the trade great (for almost every 
ton dajes goo from hence two hundred coaches richly laden 
with merchandise for Cambaya), the merchants rich, the 
artificers excellent for carvings, paintings, inlajd workes, 
imbroydory with gold and silver "* 

At Agra Finch noted that while the houses of “ the 
common sort ” were built of “ mudde walls, covered with 
thatch,” “ the noblemens houses and merchants ” were 
“built with brick and stone.”^ 

There is a contemptuous reference m the protest of 

* Collection of the papers of W G do Jongh in the Dutch Records office 
at The Hague, No. 128 * Trawls (Hak. Soo.) I, 42. 

•Foster, 133. ‘Ibid, 173 'Ibid. 185. 
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Richard Booth by against the President and Council of 
Surat, dated April 1630, to Banian brokers and shroffs “ of 
whom it IS commonly spoken that they be Presidente and 
Cownsell and goveine the Companies affaires at their 
pleasure—and who of nothmge, being poore and beggarly 
fellowes, ha\e in short time raysed themselves to greate 
wealth and riches 

Theie is nothing extraordinary in banias having 
“ raysed themselves to greate wealth and riches ” from a 
low position Moreland says about merchants that while 
“ there wcie many rich men among them, their average 
income was probably not large,” and he gives what he 
calls “a stiikiiig instance of the instability of commercial 

fortunes ’-a daughter of a piivate citizen, who had 

constructed a reservoir at Surat, found herself later in 
much straitened circumstances * 

The goddess of Fortune then, evidently, was not less 
fickel than she is now While she made some rich people 
poor, she also made, as the example of banias given above 
shows, some poor people very rich 

One wonders whether Moreland’s iiifeienco that the 
average income of merchants “ was probably not large ” is 
based on the remarkable example of instability of 
commercial fortunes quoted by him If many of the mer¬ 
chants of the period were rich, their average income would 
be large rather than small There is, of course, no 
reference in the sources, so far as the present writer 
has been able to discover, to the “ average ” income of 
merchants. 

Moreland’s remaik that the merchants lived frugally 
and that “ ostentation was as dangerous in their case as it 
was desirable in the case of courtiers” is of very limited 
application. As we shall presently see, not only the 
Muhammadan but Hindu merchants on the west coast 
* Ettg Fact. 1630-88, 17 * MoreJand I, 264 and n. 
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lived and dressed well. Would a Hindu, who had accumu¬ 
lated much wealth, feel more secure on the coast under an 
irresponsible governor than in the capital ot the kingdom''^ 
Both on the coast as Avell in the interior, particularly 
in times of stress, cases of ill-tioatinent of rich and power¬ 
ful merchants, who had inciiired the displeasure of the 
authorities, might occur But fioiu isolated instances it 
would be wrong to conclude that the authorities had made 
it a rule to plunder merchants as soon as they became 
iich and began to make a display of their riches We 
have seen that according to Finch the houses ol merchants 
at Agra were made of buck and stone, like those of the 
nobles Evidently all ineudianls, whethei living on the 
coast or in the interior, were not afiaid ot attracting 
attention by building pakka houses 

Many of the “high an<l fane’ houses in Cambay 
(Finch),' Surat, Ahmadabad and othei places must have 
been owned by merchants 

Barbosa thus described the food and clothing of the 
Hindus of Gujrat (largely Bamaj in 1514 

“ Tho Gentiles are brown people, well-built and of good proportions, 
smart in their dress, and delicate and temperate in their food Their \ictuals 
are milk, butter, sugar, lice, pro.oi\cs of many kinds, many fruits, bread, 
vegetables and field herbs, thiy have all g.irdens and oichaids wheievei 
they live, and many pools of water wheio the> bathe twice every dav, both 
men and women They wear the han vorv long like the women in Spam, 
and they wear it gatheied on the top of the lie.id and made into a band which 
IS much adoined, and upon this a cap to fasten it, and the> alwajs wear 
many flowers stuck into their hair, and sweet smelling things They also 
anoint themselves with white sandal mixed with saffron and other scents, 
they are much given to fall in love Thej go bare, onh covering themseh’es 
from the waist downwards with \cr\ iich silk stuffs , tho> wear embroidered 
shoes of very good leather, well woikod, and some short silk skirts, and other 
short ones of cotton, with which they cover then bodies They do not carry 
arms, only some small knives garnished with gold and silver, for two reasons 
one because they are persons who make little use of arms, tho other because 
the Moors forbid it to them They use many ear-rings of gold and jewellery 
in the ears, and many rings, and belts of gold and jwellery upon the cloths 
with which they gird themselves The women of these Gentiles have very 
~ ‘ Poster, 174, ~ ' ' 
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pretty, delicate faces, and well-made bodies, a little dark Their dress is silk 
stuff like their husbands’ as far as the feet, and jackets with narrow sleeves 
of silk stuff, open at the shoulders, and other silk cloths with which they 
cover themselves in the manner of morisco almalafas , their heads bare, the 
hair gathered up upon the head, they wear thick ankle rings of gold and 
biher on the logs, and rings on their toes, and largo coral beads on their 
arms, with beads of gold filigree, and gold and silver bracelets , and round 
their necks, necklaces of gold and jwellciy, fitting closel> , they have large 
holes pierced in their ears, and in them iings of gold or silvei large enough 
for an egg to pass through them They are modest women, and when they 
go out of their houses they are much coveted up with their wraps ovei their 
heads 

1‘26 years later Van Twist again descnbed the dress 
of the Hindu men and women of Gujrat, and Ins descrip¬ 
tion differs only in unimportant paiticuiais fiom that 
given above It seems that the men had adopted the 
Muhammadan qaha., a long white gaiment which Twist 
calls “cabaya.” They wore shoes of led or black 
leather, and turbans of cotton or silk They bathed fre¬ 
quently and besmeared their bodies with sandal The 
women of the well-to-do, when going out, rode m carts or 
in “ Pallancijns ”, they wore rings, necklaces and bracelets 
of gold or silver, those belonging to the lower classes, of 
glass * 

In the following passage Barbosa describes a Hindu 
marriage 

“ These Brahmans, and also the Banians, man) in oui fashion, with 
one woman only, and only once. They make great feasts at their weddings, 
which last man) days, and there are many people assembled at these, very 
well dressed and decked out These festivities are magnificent For the 
most part they are married when very young, both men and women, and on 
the day of the betrothal, and of the w'edding, the couple are both of them 
seated on a platform, very much bedizened with gold and jwellery and pre 
Clous stones, and in front of them is a small table with an idol covered with 
flowers, and many lighted oil lamps all round it The people make great 
rejoicings over them with their instruments and songs and dances , they let 
off many cannons, rockets and other fiieworks to divert themselves 

Van Twist gives a similar description of a Hindu 
marriage iii Gujrat. The festivities started 14 days 

‘ Barbosa, 62-3 * Van Tunst, 29-31. * Barbosa, 54 ' 


before the day fixed for the znarriage and continued for 
another 14 days alter it, with the customary noise of 
drums, cymbals and fifes The manner of celebrating a 
marriage all ovei India to-day is very little different from 
the account given by Barbosa more than 400 years ago, 
and it may be doubted whether bania marriages in the 
17th century were celebrated more economically or with 
less enthusiasm in any pait ot the country A very old 
saying in Noithem India is ‘‘What a bania earns he 
spends on buihhng a house oi on a marriage ” 

Whcthei we considei the natuie ot the foreign com- 
meice ot India, oi lefeiences by contemporary writers to 
the wealth of the mcichant class, oi their description of 
how the banias lived, dies'^ed and inariied their children, 
the conclusion which emerges fioiii our study is that a 
rich and prosperous class, spread all over the country and 
living on the profits ot tiado and commerce, existed in 
our period. 



CHAPTER IV. 

Indian Shippind 

India IS surrounded on three sides by the sea and she 
has also a long sea-board, but she has practically no meican- 
tile marine. The proportion of the coasting trade which 
IS carried in ships owned by Indians is comparatively 
small, while the number of Indian ships which take part in 
toioign trade is m^ghgible According to certain witncoses 
who gave evidence before the Indian Mercantile Mamie 
Committee (15)23-24), 88-90 per cent ot India’s coastal 
trade and 98 pei cent of lier foreign trade is served by 
sliips owned by non-Indians 

A shipping industry in the modern sense does not 
exist in India It pre-supposes a highly developed steel 
industry, and India has just commenced to manufactuie 
steel by modern methods But in the IGth and a large 
part of the 17th century a considerable portion of India’s 
foreign and coasting trade was carried in Indian bottoms. 
Our kings, however, never paid much attention to the deve¬ 
lopment of sea-power. When first the Portuguese, and 
then the Dutch and the English came to India, the Indian 
mercantile marine was wholly at their mercy Not merely 
peaceful competition but force and violence contributed to 
the decline of Indian shipping. 

Moreland has discussed the effects of European com¬ 
petition on Indian shipping, and his explanation of the 
decline of Indian shipping and of the preference shown 
by Indian merchants tor foreign vessels is so interesting 
that no apology is needed for quoting it in full. He 
says — 

“ The greater security offered by European vessels followed necessarily 
from the conditions which existed The essence of Indian navigation was 
adaptation to stable seasons and avoidance of bad weather, the ships were 
66 
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weakly built and thoir crewq must often have been found wanting in experi¬ 
ence during emorgoiicios The Dutch and English ships were built to stand 
bad weather, thoir crews weie trained in the storms of the North Sea and the 
English Channel, and men who had brought a ship safely round the Cape 
could bo relied on to face the worst accidents of Indian waters Further, 
European ships wore oidinaiily better aimed, and could defy attacks of pirates 
against which Indian ships wore almost helpless , while, as has been said 
alread\, the Poitugucso customs boats loft the Dutch and English alone. The 
profeienco shown by Indian merchants was therefore justified , and while 
those of them who owned ships must have siiffeicd fiom loducod freights, and 
presumablj from shoitage of cargo, the larger nurabci, whose business required 
only the transit of goods, found it possible to transact their business more 
cheaply and with a gieater degree of secuuty ” ‘ 

There are four mam points in this explanation 

(1) European navigators wore superior to Indian, and tlie 
extraordinary suggestion is made that while the essence of 
Indian navigation was adaptation to stable seasons and 
avoidance of bad weather, the seasons and had weather were, 
apparently, objects of mdiffertnce to European navigators, 

(2) the Dutch and English ships were better built, (3) the 
Dutch and English ship-owners offered to Indian mer¬ 
chants (a) cheaper terms and (ft) greater security. 

This acGoiiiit, which has certainly the merit ot origin¬ 
ality, IS in the mam untrue It is misleading in so far as 
it Ignores the principal cause ot the decline of Indian 
shipping—force and violence. 

(1) Moreland has produced no evidence m support of 
his view that the ciews of Indian vessels ‘‘ must often 
have been found wanting in experience during emerg¬ 
encies ” For many centuries, before the arrival of Euro¬ 
pean navigators in Indian waters, Indians had been carry¬ 
ing on the coasting as well as the over-seas trade It 
would be reasonable to suppose that Indian sea-captains 
or Nakhudem (a word frequently mentioned by Butch 
writers, and in the Dag Register) and crews knew their 
seas well enough. Van Twist devotes a separate Chapter 


* Moreland II, 87-8, 
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in hi'^ book to Indian shipping, but there is not a word in 
this Chapter to suggest that Indian crews were found 
wanting in experience during emergencies—at any time 
or “ often ” If this failing of Indian crows were well 
known, it would h<ive boon mentioned by Linschoten, De 
Jongh, Pelsaert, Van Twist or Baldanis 

Indian seamen were employed by the Dutch On the 
4th of June 1629 the Dutch ship Batavia^ under the com¬ 
mand of Pelsaert, had boon shipwrecked near the west 
coast of Australia, and when the yacht Serdam was sent 
from Batavia in July for bunging those who had been 
left behind by Pelsaert, and saving the goods from the 
wreck, two Dutch and four Gujrat swimmers and divers 
went with the yacht ^ 

Indian seamen were not afraid of putting to sea in 
bad weather Baldaeus says — 

“ Formally tho inhabitants of Suratto used to send yeailj one or two 
Ships in May or June (when the Portuguese Ships were in harbour) to Achin, 
Tanasseri, Quoda and the Maldivo Islands, laden with Stuffs, and Cloths and 
Calicoes, and return’d with Pepper, Camphor, Cloves, Nutmegs, Mace, 
Sandel-wood, Porcelain, Chinese Silks (brought thither by those of Malacca), 
Tin, Benzoin, Elephants Teeth, and Coconuts, the last being almost the only 
product of the Maldive Isles.” * 

These ships set sail in May or June to avoid attacks 
by the Portuguese, who preferred to remain in harbour on 
account of the monsoon. May or June, after the monsoon 
had broken, would be the worst time to commence a 
voyage to Achin “ Formerly ” in the extract given 
above has a special meaning, which is discussed later in 
this Chapter. 

The essence of Indian navigation, apart from such 
voyages, was, of course, adaptation to stable seasons and 
avoidance of bad weather, such was also the essence of 
Portuguese, Dutch and English navigation in Indian seas 
in the old days 

* Golenbrander V, 676-7 

* MeUabar and Qe,ylan London, 1703. 
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Linschoten spent five yeais in Goa, and therefore 
may be trusted to give a reliable account ot Portuguese 
navigation In Chapter 34 of his book ^ which describes 
the “ times of the year,” he tells us that with the begin¬ 
ning of winter (by which Linschoten means the rainy sea¬ 
son), the harboius were stopped up with great banks of 
san<l, “ so that neyther ship iioi boah^ can eyther goe out 
or HI “In the month of September, when winter endeth,” 
ho goes on, “ the banks (of sand) doe fleete (and vade) 
away out of the River,” and then not only small ships, 
but “also tlie great Portingallships of 1600 tunnes” could 
freely go out or in. It was then that the ships were 
“ rigged and made ready to saile for all places, as also the 
Kinge’s armie to keepe the coaste and to convoy Mor- 
chantes ” 

This does not convey the impression that Portuguese 
navigation disregarded the seasons or bad weather. In 
the rainy season the ships were kept in harbour, every¬ 
thing was taken out of them and they were covered with 
mats, or thatched ovei—“ otherwise they would rot with 
the raiiie,” says the same authority 

Similarly Van Twist in his account of the times of 
the year in Gujrat refers to the end of winter or the 
rainy season as the time when ships got ready to sail, 
“ forj’ he says, “ those who put to sea or attempt to reach 
the Indian coast befoie the new moon has appeared in 
September, run the risk ot losing both the ships and 
goods ”—such was the fate of the Dutch ships Middd- 
burch and the Duyve in 1618. * 

Finally Tavernier says : “ Navigation in the Indian 

seas IS not carried on at all seasons, as it is in our Euro¬ 
pean seas, it being necessary to take the proper season, 
outside which no one ventures to put to sea. 

* Voyage of Ltivichoten to the East [ndtes I 
‘ Van Twist, 57. * Trs. by V Ball, 2nd Ed. I, 4. 
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It IS not necessary to produce more evidence to show 
that European navigation in Indian waters in those days 
was subject to the seasons precisely in the same sense as 
Indian European crews trained in the storms of the 
North Sea and tlie English Ohannel had not less respect 
for the Indian seas in the monsoon days than Indian 
crews. 

(‘2) Van Twist and Terry refer to the weakness ot 
Indian sliips and their defective aimament ^ Both these 
writers, however, are speaking of very large ships which 
carried pilgrims to Mecca (ships each carrying over 1000 
passengers are mentioned by Twist and 1700 jiassengers 
by Terry) The (piestion ot armament will he con^ideroil 
later on, but so tai as Indian ships of ordinary size 
engaged in the trade are concerned, it may be doubted 
whether they were weaker in constiuction than English 
or Dutch ships 

The letter from the (English) Piesident and Coun¬ 
cil to the Company of ‘2nd November, 1668, deals with 
Bombay and ship building It was proposed to start 
ship-building on the new island , some objections to 
Indian-built ships were therefore anticipated and answer¬ 
ed. The letter states — 

“And if any shall object they may not have that shape, or be soe 
profitable for stowage of goods, as our English shipps aie, we answere that 
these carpenters are giowne soe expert and mastcis of their art that 
here are many Indian vessails that in shape exceed those that come, 
either out of England or Holland (AViy Fiu^l xiii, pp T)-80) 

When it IS remembered that ship-building had been 
carried on m India for long centuries before the advent 
of Europeans, and that Indian craftsmen in other 
arts were unbeaten, some evidence would be required 
to show that India was unable to build ships that could 
stand bad weather 

’ Van Twist, p 66 (Ed. 1688) For Terry see Poster, Early Traveh 
p. 301 





In the same letter the reference to English ships is 
not quite complimentary, while the argument in favour 
of building ships in India is strong. 

Tho Company had written to the Council at Surat about sending 
some ships to be employed in the coiv^ting trade The question was con¬ 
sidered in the Council and the President “declared to us the many incon- 
venieucios and hindrances he mett with, greatly to your prejudice, in the 
ships that were sent to voyage in tho cu mtry. sajing they were always 
out of repaire and aileing one thing or othei when they were to take in 
their fraights , instancing that either they must be calkt first, or that they 
weie loakie and their sheathing must be iippt off, or their caske were 
leakie and wormoaten, which they are very subject to in this countrey 
One or othei of these he was perpetually tioubled with Besides, our oaken 
planke doth not agree soe well in this parching country, but shrinkes and 
wasts txceedinglj \nd therefoie (he) mentioned the building of a shipp 
or two in the countre'y, giving these leasons that here was as good t>mber 
as the world afforded, and especially near Bombav, to be had cheaper 
than in any other place , that the carpenters wrought their worke very cheap, 
substantial and strong, of planke let into each other, with cotton and 
tarr, and then spiked, which is called iivetting worke , this is to our 
knowledge, very lasting and admitts of noe caulking, or other trimming 
then chynaming* once a >ear, which is done in one spring (tide), and 
this excuseth all caulking worke, ocuin, pitch, and tarr, with the ex¬ 
pence of many carpenteis and caulkers, then, instead of caske (which 
are ever out of ropaire) we heie use tanks, or great vessels made of 
good thicke planke, that reach from the lower dccke to the bottom of 
the hold ’’ 

It would seem tluit whatever be the virtues of 
the English oak, ships made of Indian timber were 
well adapted to navigation in Indian seas Further, 
Indian ships winch put to sea in the monsoon days 
could nut have been ill-built, nor then captains or 
crews wanting in coinage or skill. 

Both the Dutch and the English had some of their 
ships built in India. A letter from Van den Broeoke 
dated the 11th January, 1624 (H. T (1) VI, ccxviii) refers 
to a settlement of Eiiglish-Moslem differences in 
November 1623, one of the conditions of the settlement 

* Smearing with a mixture of chuua (lime) and other ingredients. 
Eng Pact xiii, 79n 
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being the “ building of 3 to 4 ships yearly, as the 
natives did for the Dutch.” It is reasonable to suppose 
that the Dutch and the English would not bo anxious 
to have any of their ships built in India unless those 
ships were both cheap and strong 

Of foreign ships Indian merchants preferred the 
Dutch A Dutch letter of 1651 says that ineichants 
much preferred the Dutch ships, because care was 
taken of their goods which, in English \essels, weie 
frequently spoilt by sea-water* 

In English Factories (vii, 142) it is stated that 
Indian meohants preferred the Dutch vessels “ find¬ 
ing there much better accommodation and no less 
safety,” with the result that “ the Hollandets in tour 
ships have carried all the fiaight goods that have 
been brought to the [Swally] Mairyne ” 

(3) Why did Indian merchants, who had hitherto 
patronised Indian shipping, prefer any European vessels 
at all Moreland gives a two-fold answer («) cheapness 
of freights and (h) greater security 

The first {a) must be at once rejected as wholly 
incredible Why were the rates quoted by Indian ship¬ 
owners high ? Was it because of the heavy cost of 
shipbuilding in India, or the higher rates of wages paid 
to Indian crews ? As we have seen, the lettoi to the 
Company of Nov 2, 1068 quoted above, relcrs to the 
Indian carpenters who “ wrought their worke very 
cheape, siibstantiall and strong”^ fuither, the letter 
referied to “ the inconvenience, the extraordinary 
charge and expence of tyme, the English shipping” put 
them to, and to all things in India “being lesse than 
halfe the rate of what is accustomary, we mean as to 
carpenters, smiths and labourers pay ” 


See Eng Fad ix, 117 
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When competiiion was very keen, and Indian shipp¬ 
ing plentiful, Indian ship-owners rpioted, not high but 
incredibly low rates, they submitted “to any, how¬ 
ever contemptible fraughtmeiits , ;yca some of them, soe 
to game merchants to them, furnish them gratis with 
monies to extinguish such engagements as customes, 
fraught etc , charges involve them lu , for which formerly 
they have paid 20 ami Oii the last daies) lb and 16 
per cent ' {Eng Fad vii, 142.) 

4 he preference for Dutch or English vessels is 
explained not by the superiority of Dutch or English 
navigators, tlie supoiioi construction of their ships, 
their supposed independence of the seasons or bad weather, 
or the cheapness of tlieir lates, but by the fact of the 
gieater degree of secuiity ofleied by them in a special 
sense 

It may bo supposed that Indian ships could deal 
with Indian or Eastern pirates—they had been accustom¬ 
ed to that danger. But the advent of the European 
created new dangers The Poitugucse, the Dutch and 
the English, as we shall ]ncsently see, fieely captured 
or sank Indian ve^'scls Euiopean vessels were better 
equipped for fighting, and against this new danger 
Indian vessels wore almost dofoncoloss It can be easily 
understood that the captuie of Indian ships by the 
foreigner would cieate a feeling of insecurity m the 
minds of Indian men hauls, and the moichant is piiniari- 
ly a business man, not a jiatiiot Indian merchants 
would, thus, foi the sake of greater security, ship goods 
in Dutch or English vessels, accoiding as the Dutch or 
the English, at the time, happened to bo the more 
powerful on the vsea 

At the beginning of the 17th centuiy Indian ship¬ 
owners shared the coasting and the overseas carrying 
trade only with the Portuguese. The situation began 
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to change with the ariival of the Dutch and the English, 
and gradually as the latter acquired a larger and larger 
share of this trade by methods described below, Indian 
shipping declined The evidence in favour of the view 
that in)ury to Indian shipping was not the result, large¬ 
ly, of peaceful competition, is overwhelming, and it is easi¬ 
ly found 111 the sources most of which have boon usod by 
Moreland. That Moreland completely ignores this evi¬ 
dence IS probably due to his preconceived notions about 
the superiority of European navigatois and European 
ships 

Ilia letter dated the 1st April, l(i2‘2, (H T Series I, Vol. v 
No clxiv) Peter van den Broecke refers to the capture by the 
English of an Indian ship from 'Patha (Sind) with 80 tons 
of gold (1 toii= 100,000 hoi ins) The English, it seems, 
tried to shift the blame to the Dutch, but accoiding to 
Van den Broecke it was the English who had captured 
the ship and sunk it In the same letter Van den Broecke 
asked the Dutch authorities to send two ships to Surat in 
October as he had hoard that the IMoslems intended, 
when their three ships from Mocha (Mecca) and one 
from Achin returned, to attack the Dutch Company’s 
vessels by way of reprisal—“ the more as they had lost 
much money by the Dutch taking their ships from Dabul, 
Chaul and Dm ” 

In a letter dated the 7th August, 1622, Van den Broecke 
refers to the harsh treatment of the English in Surat, 
as the;y had captured Mooiish or Moslem vessels from 
Chaul and other places (H T (1) V, clxv). 

There is a similar reference m his letter dated the 25th 
December, 1623 f Safi Khan, the Governor of Surat, 

t In this connection Van don Broecke received a message from Chaen 
Asim (Khan Azam) on the ‘ilst October, 1623, virhich stated that the Eng¬ 
lish had seized five Moselm vessels (H T (1) VI, cc 13 and 14). “ You 

should urge the English not to trouble us so much,” wrote Khan 
Azam, “and if they have any reason for it, why do they not send one 
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was so much annoyed with the English that he sent for 
Van den Broecko and askeil him to rid the country of 
those “pirates” On Van den Broccke’s declining to in¬ 
terfere in the matter, Safi Khan thn^atened to deal with 
the Dutch severely, saying that “ they were one with 
the English ” Later on the Dutch factory at Surat was 
surrounded by soldiers and the goods of the Dutch were 
seized, which led to repiesentations by the Dutch to the 
English as well as the Indian authorities, and a counter¬ 
protest from tlie English (11. T (1) vi, cxcviii ) 

A Resolution adopted by the Dutch Council at Surat 
on Sunday, the IDth November, 1023, relates to a “ fouwa” 
belonging to a bania which the English had seized 
The assistance of the Dutch was solicited, but they 
refused to interfere in English-Moslem atfairs (H T 
(1), VI, cxcix ) 

In letter dated the 22nd Apnl, 1625, Van den Broecke 
writes “ The English would certainly not treat the 
Moors again as they had done ” The loss the English 
had suffered was estimated at more than 300,000 florins, 
without coiisideniig the loss of trade (H T (1) 
vii, ccxxvi). 

of thoir people to us I will nnke them full> content, and I shall 
judge accouling to whit is right or wrong If the English haie auj 
complaints, I shall listen to them and I shall judge ” 

The Dutch protested to the English (the protest being signed, 
among others, by Van den Broecke and Francisco Pelsart), saving that 
they had to suffei on account of the capture of Moslem lessels b> the 
English, and claiming damages for the losses suffered bv them 
“So it IS that we members of the Council, whose names are under¬ 
written, in the name of the East India Company, for great need and 
nearly being compelled to do so, protest against you, the heads of the 
English Company, that >ou shall restore to us all damages, costs and 
losses and interest, which the United Company might suffer here 
through your seizing the Moorish vessels, and has already suffered for a 
long time, which claim we refer to both Companies in the Netherlands 
and m England." The protest is dated the 5th November, 1G23 Van den 
Broecke characterises the counter-protest of the English or their reply 
as an attempt to make fools of the Dutch. 




Acts of high-handedness on the sea were not mereley 
the chief cause of the decline of Indian shipping, but of 
the rum of certain flourishing ports If one may judge 
from the complaints ot Indian tiadors mentioned by 
Pelsaert and other writers, the advent ot the Dutch and 
the English was not regarded then as an unmixed bless¬ 
ing Pelsaert says 

“Former!}, when the coast was still unknown to the English, a 
very extensive tiiclewas cnued on in Surit by the Moslems, but it has 
now fallen offgroatlv, and indeed is nothing compared to what it wxs, 
because all the chief soa poits, which woic rocentlv so ilouiisliing, ha\o 
collapsed, some through war, others owing toother causes, Ormuz, Mocha, 
Aden, Dabhol, and ilso the whole (loa coxst, aie idle, and do not know 
whore to voyage , each is almost smothered in its own produce, and there 
are no signs that anv other place, country oi sea poit has benefited, though 
usually one countiy profits by the decay of another All merchants, from 
whateaer country they come, complain most bitterly Portuguese, Moslem 
and Hindus all concur in putting the blame for this state of things entirely 
on the English and on us, saying thit wo are the scourges of the sea 
and of their prosperity Often enough, if wo notice any shortcoming 
and blame them, or threaten them for it, the leading morch.ints tcdl us 
they heartily wish wo had never come to their country They point to 
the number of ships that used to sail from Suiat alone—o\eiy year four or 
five of the King’s great ships, each of 400 or 500 last (two for Achiu, 
two for Oimuz, two for Bantam, Macassai and those parts), besides 
smaller ships Nowadays the total is very small’’* 

Pelsaert also noted that the trade of Cambay was 
almost wholly at an end, for which the merchants of 
Cambay blamed the English and the Dutch Moreland’s 
comment on these statements is curious or, as we may say, 
characteristic He points out that “ Pelsaert is giving not 
his own view, but the allegations of the shippers, the rate 
at which their complaints should be discounted is un¬ 
certain.”! If Pelsaert alone had noticed these complaints, 
they might have been disregarded or heavily discounted. 
But similar complaints are recorded by Van den Broecke 


* Jahamjir'H India, pp 39-40 
t Jahangir's India, 20 n 




77 


and De Jongh, they are also referred to m English Factones 
It IS impossible to igiioio them, or to dismiss them as 
imaginary. 

De Jongh in his aecoiinl ol Cambay written in 
1629 (■'') refers to the deerease m the customs revenue 
and the shijipiiig of Cambay during the pieceding 14-16 
years — 

“ Tho ro<\iS07i IS,” he oxpl mm, ‘‘ that the Poitn^uosc cannot como hero 
from ftoa, Diu, M\scat, Cliaul, D.ibol ind othoi plau . with then unniulii-. 
de ■inHft't witli tho simo scciuit^ is Iho) used to do before, ind instead of com¬ 
ing six times a ( ir, tJiev now do onl> one or two tups. This is because tho 
Dutch and the I'higlish ha\e largely supplanted them in the tiade of Cambaj , 
and underst uid so well .Is tho Poitugucse to reiliso the piofils that are to bo 
made hcie. Secondly, then Jittlo fngitos ha%e boon seieral times captured 
by us and the hhiglish and defined good prizes This loss and dread 
hinders their coming to Cambu Tho people of Cambay openh reproach the 
Dutch and tho Knglish with haiiiig biouglit about tho rum of the town 

And tliero is moio in th<‘ ‘lamc stiain* 

In a letter dated tho lltli June, 1623, Van den Broccko 
wrote from Hurat that that year no Malabaris had come 
to Surat for trade, as they used to come, which was a con¬ 
siderable source of leveiiue to that port “They blame 
the English and us,” he goes on “ [saying] that we rum 
their ports ” Tho English had appeareil before Dabul and 
captuiod two Malabaii vessels, tor which they tiied un¬ 
successfully to shift the blaiiio to the Dutch Those ot 
Cambay also coinplainefl, \ an den Bioe»‘ke writes, that they 
had lost a considerable income in the shape ot duties on 
account of the non-appoaiaiice of Malabaris t 

That the injury to Indian shipping was not temporary 
or limited to the period 1620-30, but jnogressive, and 
that the camplaints continued, is shown by the lollowing 
extracts from English Factories. 

Declaration made by President Breton at a General 
Consultation held in Surat on January 2, 1649. “ On 

* See Qujrat Report, under Cambay 

tH, T, Vol VI, (Ist Beriea), No cxcvm Tlw original must always be 

consulted as the translation of the earlier documents m the H T leaves much 
to be desired. 



December 22, the President and Council were sent tor; 
and on their arrival the Governor [of Surat] conducted 
them ‘ into a private, retired place, where being seated 
hee commenced a large invective story against the Dutch, 
telling us that they had undone the King’s poit by depriv¬ 
ing his merchants of such voyages as they were used to 
make for Achyne they had also lately forbidden them 
the sending of their ships to Persia and that Mokha only 
being left an open trade, might also this or the next yeare 
bee taken from them , which indignities hee could noe 
longer suffer, but in much passion affirmed with many 
oathes that hee was resolved to make seisine of thou 
goods 111 the countiy and imprison their poisons ” The 
Governor sought the advice of the English, but they did 
not wish to interfere in the inattei {Enyli6li Factories, viii, 
227) 

English Factories, xii, 210, lefeis to Moslems noising 
it abroad that the English had “ joyned with the Portu- 
giiezes in the seizing upon of their vessels lately bound 
for Brooch and Surat ” 

For Gujrat the most important sea routes were those 
to Persia and the Red Sea in the west and Achin (Sumatra) 
in the east Bengal and the Koromandal coast also 
carried on an extensive trade with Achin In the declara¬ 
tion made by President Breton quoted above, theie is a 
reference to the attempt made by the Dutch to exclude 
Indians from the trade with Achin and Persia The 
story of Achin is interesting and it may be narrated more 
fully. 

The following is a letter from Jereraias Van Vliep to 
Governor Arnold Heussen, dated October 13, 1644’ 

(11 T {1)X1V). 

“ The Moorish merebints from the coast of Coromandal and Bengal 
having been excluded from Queda in consequence of the Treaty we have made 
with the King, have sought the protection of the Queen of Atchin They 
come with passes from Her Majesty to Perak and flood the markets with cloth 
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to such an extent that the Company’s cloths find no purchasers Mr Van 
Twist, our predecessor, has several timei addressed friendly representations to 
Ra]ah Peiak desiring to make a similar contract with him as vvc have obtain¬ 
ed from the King of Quoda, but the request has been lefuscd oven with con¬ 
tempt ” 

Tho ob]Cct of the Dutch wa^s to motiopoliso the trade 
with thou Eastern possessions In an Enpjlish letter from 
Sill at to the Company dated October 7, {English 

Ftufones^ vin 103) the publication of “ rcsohicions ” by 
the Dutch at thecoist and other places is moutioued “to 
intercept all such shippiu;^ as they shall eiicouiitei bound 
tliithoi (Achiii).” An English letter from Swally Miriiio, 
dated January 31, 1(551, says {English Faifones ix 3U) 

“ whoe (tho Dutch! have already seized on Joiiiiks of this 
place tiadeing thither (Achin) and dee yet detayno them, 
notwithstanding all tho means the owners can make by 
solicits for restoration *’ 

Nothing more clearly illustrates the weakness of tho 
Moghuls oil the sea than the relations between the Dutch 
and Shah .lahan m 1649-53 The Dutch, having some 
grievances for which they had failed to secure redress, 
resolved in 1649 to redress their “Affronts and In]urios 
by Force of Arms “f Secret orders were given to Dutch 
ships to he in wait for Indian ships and to capture them 
Tho instructions dated tho 20th February, 1649, conveyed to 
the head factor Gerard Pelgrim and tho factor Peter 
Ruttens were that none of the Great Moghul’s ships, not 
even buc\i as bailed from Goa, were to ehcape their hands ; 
that they M^ere to seize all Moslem vessels coming from 
Mocha , and that if the Dutch vessels coming from Mocha 
could intercept and seize the ships of Cambay and carry 
them to the river of Surat, that would be regarded as a 
singular piece of service. The result of these vigorous 
measures was that practically all the demands of the 

t Baldaeus, McUaAar and Ceylon, London 1703, pp, 567—72 This la a 
translation of Malabar tn Choromandel, 1671, 
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Dutch wore conceded One of tho ai tides proposed by the 
Dutch to Shah Jahan was as follows — 

“ V That for tho future none of his Majesty’s ships, or any others 
belonging to those of Suratto, Beugalo or other places, could traffic to Achin, 
Pora, Qiiod.i, Oedjang Salang, M.\lica, dte , and in case they should, they 
might be sci/iod and declared as g(X>d pn/cs by out vcs-^ols, by icason that tho 
Compiny being then engaged in a Wai against these places, were losolvcd to 
block up then Ruers, and to keep all Foioigncr'- fiom tiaflicking with them 
by Sea, till they ha\e received entue satisfaction at their hands,” 

Shah Jahan, it would seem, objected to this clause 
and the Dutch ambassadors, Jaii Berchout and Jan Tak, 
who waited upon the King with valuable presents at Delhi 
on the 7th Januaiy, IboJ, promised that tho King’s slaps and 
those ot his siibji'cts would bo given passes cualiling them 
to trade to Adim and the ncighbomaig place’s But in 
doing so, si^s Aalbois, \ they were acliiig against tlio in¬ 
tentions of tho Dutch (Tovernor-tTcncral and Council who 
wished to put an end to Indian shipping competition iii 
those quaiteis , the wai with Achin was raciely an excuse 
And the measures adopted by tho Dutch to realise their 
end wore succcsslul 

Wc tiiid Baldaiiis wilting in 1()71 that formerly'' 
the shipjiing ol tho Malabaiis was viiy largo and that 
formerly ” shijis trom 8uiat trailed with Achin, Tenasiim, 
Queda and tho Maldives * 

In the Dag Register for tho Jth and lOth ]\raroh 1GH5, 12 
Moslem ships are mentioned as having arrived before 
Achin, 3 from Masulipatam, 2 from Nrgapatam, 1 horn 
Portoiiovo, 4 fiom Bengal and 2 from Surat, tho last carry¬ 
ing a very valuable cargo I have not been able to dis¬ 
cover in tho Dag Reqi'fter any roforonco in la*‘or years to 
the arrival of Indian ships in those wateis. 


t Rijcklof van Goem., p 75 
* Baldaeus, p 575 
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Baldaeua refers to the capture of Indian vessels by 
the Dutch in 1621 and 1628, and thus comments on the 
measures taken by the Dutch in 1649-53 

“ and tlio our lato Seizure happen’d not to prove much to our dif>- 
advantago, yet can't wo at all times promise ourselves the same success, it 
being certain, that tho the Moors court our Friendship, jet arc they on the 
other hand very stubborn, and not oasilj reconcil’d ” 

In an English letter from Calicut to Surat of Novem¬ 
ber, 1666 {English Factories xii, 210) it is mentioned that 
“ no vessels goe downe the coaste as accoustomane, the 
Dutch prohibiting and forbidding all ” And the Dutch 
were so strong that they openly defied the Governor of 
Calicut. 

Finally tho genoial policy adopted both by the Eng¬ 
lish and tho Dutch ot excluding practically all Indian 
shipping from the coasting and over-seas trade is well 
illustrated by tho following extract from English Fac- 
lories X, 272 — 

Letter fiom surat to Madras (October 16o3) “ In a postscript dealing 

with a Madras Icttoi just roccivod it was laid down that for tho future none 
but tho Company’s ships, woic to lio allowed to tiadc to Achin, Bantam or 
olsewhoio 

‘ You sufleung iKB piivato man’s* shipp of our naciou whatsoever to 
voiage to and fro, neither to tho poits tho Honourable Company trade not 
unto, as well as where they doe, nav, not suffer Bannians or Moores [vessels] 
(oxcopt tho Kings) to tiade at tho poits the Companj doth, to then prejudice. 
Tho Dutch doe not, any why vveo ’ Tis our pi ictice here, and twill be the 
bettor for our masters jjrofitt that jou doe it there also.” 

I owe the reader an apology for quoting so exten¬ 
sively from contemporary documents, but in no other 
way could the conviction be brought homo that the decay 
of Indian shipping was chiefly due to our weakness on the 
sea. The interests of truth are not best served by ignor¬ 
ing the essential and emphasizing the non-essential The 
helplessness of tho Moghul Governors is shown by their 
piteous attempts to secure the assistance of the Dutch to 
punish English acts of piracy, or of the English to punish 
the Dutch. For the most part the authorities and Indian 
ship-owners could only look on helplessly while the Dutch 
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and the English captured their ships or prohibited them 
to trade Sea-power and the growth of a mercantile 
marine go hand in-hand, and the destruction of important 
/ national indiistues is the inevitable result of political 
weakness—such is (ho lesson that Indian history teaches 
us 


The (piostion ot developing an Indian moicantile 
marine has been lecently engaging the attention of the 
(rovernmont An oxpeit committoo investigated the (|iies- 
tion in 1923-21 The opinion is widely hold in India 
that the exclusion of Indians tiom the shipping trade is 
duo to the monopolistic position occupied by certain 
Biitish-owned linos Between 1872 and 1927, 32 Indian 
shipping companies were started with a capital of 12 
crores As a result of the rate war waged against the 
Indian companies, 23 out of the 32 companies, with a capi¬ 
tal of 8^ crores, wont into liquidation The critics of 
Indian enterprise ascribe their failiiio to iiioxjioiionco and 
inismaiiageineiit, on the part ot the promoteis, but the 
Mercantile Dianne Committee admitted that “the system 
of deferred rebates and rate wars must operate as an 
obstacle to the entry of new comers.” Shipping rebates 
were unreservedly condemned by the Indian Fiscal Com¬ 
mission f 

The Mercantile Marine Committee made lecommenda- 
tions, to which eftect is being given, for the adequate 

t ‘ ‘ 132, Thore is however one special feature of tho existing system to 
which we think it necessary to draw attention Tho sjstem of shipping re¬ 
bates IS one of the strongest buttresses of monopoly It is clear that an 
arrangement wheieby a ceitam percentage of tho freight paid is returnable to 
the shipper at the end of twelve months, provided that no cargo is shipped by 
any outside line, is a powerful weapon for maintaining a shipping monopoly. 
Other countries have recently legislated against this system, and we think 
that the Government of India should make a thorough inquiry into the desir¬ 
ability of initiating similar legislation m India ” {Report of the Indtan Fiaccji 
Commtmon ) 
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tiainmg of Indians to become officers and engineers in the 
Indian mercantile marine Further, in view of the fact 
that in the past, with one or two exceptions, steamship 
companies in India were not anxious to take Indian 
apprentices on boaid then steameis, th(‘-Coinmit tee recom¬ 
mended for the coastal trade that betoie a license is 
granted to any company, an undertaking must be given 
that apprentices will he taken to the extent of at least 
two per ship, subject to a maximum ot OO foi any one 
company, and that Indian utUiers ainl ongineeis, as they 
become ehgdile, will be emi)lo 3 'e(l up to the extent ot 50 
per cent, ot the total nninlan' ot olfieers ami engineers 
employed 

The Mercantile Mai me Committee leeommended both 
the exclusion ot sul))ects ot loreign nations horn the 
coasting trade and the eventual reset vatioii ot the Indian 
coasting tiadctoi shi{>s the ownemhip and contioiling 
interests in winch aio piedominautly Indian ” The pro¬ 
posal has given rise to a bittoi conti oveisy A certain 
section of the pies*, insists on telling us“ the biutal truth 
that on such an issue aigumeiit is subordinate to power,” 
or, in other wonls the Reset vation of the Coastal Traffic of 
India Bill may ho passcil, hut it will not reach the statute 
book unless and until India attains Dominion Status 

Those whoso monopoly will bo broken cannot bo 
expected to welcome the cicatiou of the Indian mercantile 
maiine. Sir Arthur II Fioom, iii his Minute of Dissent 
to the Repoit of the Mercantile Mamie Committee, advo¬ 
cates “ complete freedom on the seas” and opposes any 
restriction in the coastal trade of India in the shape of 
reservation for Indian-owned ships Ho justifies the 
system of deferred rebates and rate wars on the ground 
that “ similar action is taken against any new comer, of 
whatever nationality, seeking to cut into their established 
business.” No argument will ever convince men who hold 
such views. 
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It is estimated that the reservation of coasting 
trade to Indians on about 100 ships of 600,000 gross 
tons, would necessitate the renewal of 6-10 ships per year. 
Repair shops exist in Bombay and Calcutta, practieally all 
controlled by non-Indians It is desirable that Indian 
ship-owners should have their own repaii shops and deve¬ 
lop them so that they can build their own ships and 
engines The Meicantile Marine Committee recommended 
that— 

“ If a ship building jard h projected b> an Indian company, tho Oovern 
ment maj aid that oiiterpriso bj ('/) ad\ inciiig a cheap loan to the extent ot 
one-third of tho piid-up capital of that Company and assistance m acquiring 
BUitable sites ,(/>) guaiantceiug tho giving of all Oocernment and Poit Trust 
work to this ship-jaid \t a cost not unduly higher than tho cheapest price 
which can bo securod abroad for a similar class of work , and (c) legislating 
that when such a suitable shipbuilding yard is completed and established, all 
ships seeking for a license on the coast should also bo lequirod to ha\o been 
built in India ” 

When these recommendations are earned out, founda¬ 
tions will be laid not only of an Indian shipping enter¬ 
prise but also of a genuine Indian shipbuilding industry 



CHAPTER V 


FAMINES 

We have seen that Mogliul India at the beginning of 
the 17th century was not a \eiy unhappy India m ordi¬ 
nary years The 8ub]ect ot ta mines next claims our 
attention. 

Sir William Foster says about India of the past 

“ Epideiuics and fimiuts coast \ntlv swept .i\\ i) large numbers, and 
their advent found the authorities f.it.ilistic and imiiotent.” ‘ 

It has been pointed out above that canals and rail¬ 
ways have changed the meaning ot tlie word famine. 
Creat and praiseworthy elForts have been made to perfect 
the machmory for alleviating distiess caused by famines 
and the saving of human lives 

In the past people simply died when a tamine came, 
but general and widespiead tamines, which took a heavy 
toll of life all ovei tlio country, weic probably few and 
tar between. There i'*’ no evidence to show that large 
numbers were constantly swept away by famines and 
epidemics in the Ibth or the 17th century. At the present 
time mortality in opidemn'^ is sometimes very heavy, for 
example, 12 million deaths (or moie) in the influenza 
epidemic of 1918-19 

Judging from the statements ot two independent 
witnesses, Linschoton and Terry, the general health of the 
population at the end of the Kith and the beginning of 
the 17th century was not bad, and perhaps better 

than it 18 to-day. 

Liiischoten tells us about “ Canaiijns aiidCorumbijns” 
or Corumbia of the We-st coast, who lived by tilling the 
land and fishing, and were “ the miserablest people of 

* Introduction to Early Travel* ih India • Trs Hak Soo p 'iGi 
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1650 Widespread drought m “ all parts of India,” but ‘‘its intensity was 
not great ” 

It Will be seen that this is a record of isolated 
scaicity or famine in different years m different parts of 
India. In 1650 there was indeed widespread drought in 
“ all parts of India,” but apparently it did not amount to 
famine 

This record is not half so “ depressing ” as that of the 
decade 1890-91 to 1899-1900 » 

tS90 —0? Scarcity in Kum.ion, Garhwal, Ajinor .and paits of Rajpntana 
iy)I-02 Doficicncv of lainfall during the months of Juno to Sopttmbor 
which d\m<igcd the winter lice crop to a coitriin o'ctciit .ilmobt 
tlnoughout Bcng.il ScMie diought in the Punjab Season 
disastious ” for the M.idr.is Piosidencv 

1S93 94, ProinKei^ ‘‘Extensive .ind veiy bcrious damage to the 

rabi crops ” owing to excessive rainfall m the \\inter and spring 
months 

P95~9G United Pioiintei and the Pinijah Pailuio of the nco ciop m 
several parts of tho United Provinces , the rabi crops much 
below the average In tho Punjab tho insufTicioncy of rainfall 
led to tho failure of tho kharif crops in largo areas and tho rabi 
crops wore also pooi 

1S9G 91 Bemjal and Bihar The winter iico crop >iclded Icss than half tho 
normal outturn and tho rabi ciop vv is much below tho average 
United Provinces and (ha Pniijah, In tho United Provinces 
unirngated khaiif crops dried up altogether and gave a very 
meagre outturn The rabi, on tho whole, was not bad, except 
in Bundhelkhund where the wheat crop was almost a total 
failure In tho Punjab, kharif crops failed over an abnormally 
large aiea 

Bomhoy Pie'iulencij Both the khanf and labi crops jicldod less 
than half tho normal outturn 

Ctnhal Proiinae's Drought in October and November through¬ 
out the Province 

Madras In large parts of the Presidency paddy yielded about 
half the normal produce and other food crops did worse 
'IS91 A widespread famine in Bengal, Madras, Central Provinces, United 
Provinces, Bombay, Bajputana and the Punjab The area 
affected was 225,000 sq miles and the population 62 millions 
169S-99, Punjab Drought m the khanf season, and the kharif crops failed 


* See Datta’s Report on Pnees, Appendix P 
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largely. The rabi crops yielded a poor return. 

Henijal arid Bihar Damage to bhadot crops on account of excessive 
and ill distributed rainfall Season “disastrous,” to the rabi 
crops in large areas in Chhota Nagpur 
Bnvjnb Total failure of the khan! crops (unirrigated), 35 per cent, 
of the total rabi also failed 

Bombay Preadeniy. The rabi season was “ one of unprecedented 
drought ” The \ield of both the kharif and rabi crops vras much 
below the normal 

Central Provuutii Both the kharif and rabi rams failed completely 
and both crops suffered immensely The loss m different dis¬ 
tricts ranged from half the average yield to an almost total loss 
Madron Outturn of paddy was half the normal and that of other 
crops less 

WMt, Famine in the Central Broiinces, Berar, Bombay, Punjab, Rajpu- 
tana and 4jmer, affecting an area of 189,000 sq miles and a 
population of 28,000,000, 

It IS estimated that the total mortality due to the 
famines ot 18915-97 and 1899-1900 was about 5 millions 
Apart from these two general and widespread famines, 
there was not a single year which did not witness famine 
or scarcity in some pait ot the country or other 

Moreland’s list, as he says, may be incomplete. My 
object here is not to argue that famines have been more 
frequent undei British rule than they were under the 
Moghuls, but to show that it is improper to make dog¬ 
matic assertions on the basis of insufficient material. 

It must not be supposed that the decade ending 1900 
IS an isolated decade m the recent history of famines, 
though the famines of 189G-97 and 1899-1900 were un¬ 
doubtedly two of the severest famines which have afflicted 
India, the one following so closely at the heels of the 
other. The record of the decade 1861-70 or that of 
1901-1910 IS also sufficiently black. In the former, 1861, 
1866-7 and 1868-70 were all famine years; in the latter 
famine was declared in Bombay in 1906-06, famine was 
declared over large areas almost throughout India m 1908, 
while there was no year in which some large Province or 
Provinces did not suffer more or less serious damage to 
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crops, resulting in scarcity in particular areas f'or 
details the reader is referred to Datta’s Report on Prices, 
Appendix F. 

Famine is a disease of all agricultural countries. 
Famines were not unknown in Europe in the past In the 
famine of 1771-72, 160,000 persons died of starvation in 
the Electorate of Saxony and 180,000 in Bohemia 

The Moghul Kings were not indifferent to the suffer¬ 
ings of the people in a time of famine ' But under the 
old conditions, famine uas an evil which was absolutely 
unmanageable, and that is why it was so teirible in its 
consequences 

The account of the tamine of 1630 in Cluj rat, given 
by Van Twist, is horrible to read Twist does not men¬ 
tion any relief measures organised by the State, and 
Mundy actually says that “no course is taken in this 
Country to remedie this gioat evill, the rich and stiong 
engrossinge and takmge perforce all to themselves”* 
Moreland dismisses the subject of State relief in a few 
words and is led by Mundy to conclude that “ the measures 
actually taken were not only inadequate but tardy, and 
that the leaders of the people acted in a manner likely to 
aggravate rather than mitigate the distress 

The oiganisation of relief is thus described in the 
Padshah-Nama of Muhammad Amin Kazwini 


*“ We must not permit oursehes to be decened by the vain hope that 
the famines of recent years have been more difhcult to deal with than those 
of the past, nor have we any right to suggest that those who have gone 
before us were less humane than ourselves, for there is direct evidence to the 
contrary ” (Report of the Famine Commission of 1880, see 86) 

* Travel'!, 49 

* Moreland II, 214 

Not less terrible scenes were witnessed at Cawnpur 200 years later in the 
famine of 1837 A correspondent wrote in the Englishman newspaper of 
March 24 “You ask me to tell you all about the famine in Cawnpore , but 
indeed, no account nor description of mine could convey to you any adequate 
idea of the misery of the poor in this place and throughout its vicinity At 
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The Emperof in hiB graciouB kindnenB and bounty directed the officials 
of Burhanpur, Ahmadabad and the country of Surat, to e><tabli8h soup kitchens, 
or alms houses, such as are called Imiijar in the language of Hindustan, for 
the benefit of the poor and destitute E\er-v da^ sufficient soup and bread was 
prepared to s.itisfN the wants of the hungr) It was further ordeied that so 
long as His Majesty lem.imcd at Buihanpui '>,000 iiipees should be distribut¬ 
ed among the deserving poor cvci> Monday, that da\ being distinguished 
above all othois as the day of the Einpeioi’s atiession to the throne Thus, 
on twenty Mondays one lac of rupees was given awav in chantv Ahmadabad 
had suffered more sovoiclv than an\ other plate and so His M.ijcsty ordered 
the officials to distribute 50,000 lupccs among the faniinc-stnckcn people 
Want of rain and dearness of gi-ini had caused gitat distress m many othei 
countries So under the directions of the wise and gencious Enipeior taxes 
amounting to nearly seventy bits of lupces wcie leinitted bv the revenue 
officers—a sum amounting to ncarlv HO < rotes oidamt, and amounting to onc- 
clovoiith pait of the whole icvemie When smh lemissions were made from 
the exchequer, it may be conceived how gieat woio the icdiictions made bv 
the nobles who hcldy'o/i/s and t 


the beginning of the cold seison the station literally swarmed with starving 
wretches, and now where ire they'’ I believe I am within bounds when I say 
that in the cantonments alone, hut a shoit time back from twenty to thirty 
died daily The river, owing to the sluggishness of the stieam, became 
studded with dead bodies, and we have ceased to cat of its fish or drink of its 
waters At last it became requisite to hire ostablishinonts, not merely for 
the purpose of taking the starved-to death wretches to the ghats for their being 
fiung into the Ganges, but also to have a rivoi establishment in constant play 
in order to push down the coipses below Gajmow Between Calpi and Agra 
it IS perfectly dreadful The dead aio seen lying together bv fifties To 
add to the misery of the pool starving population, the small-pox is becoming 
rife at Cawnpore ” (quoted bv Morison in The Iiidminal Oa^uinsahon oj an 
Indian Proi nice, JO'J-J) 

There is the following reference to the same fimine in the Bnhdi Alma- 
nai Companion for 1^57 “ All who were in India during the famine of 1837 

m the North-Western Provinces, will never forget the scenes of miserv and 
horror which then occurred Thousands of poor people from the westward 
of the river Jumna flocked into Agra, manv only to ho down and die at our 
gates, some to sell their childien, oi even their libertv, or resort to any expe¬ 
dient to sustain existence ” 

These painful accounts have been quoted just to show that before the 
difficulties of transportation wore overcome bv moans of the railways, it 
was as difficult to save lives m a time of famine in the 19th as in the 17th 
century 

tE &D. vii, 24-5 
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India is large, and it is not surprising that in a decade 
there is scarcely any year in which production is normal 
throughout the country and scarcity or famine does not 
afflict some part of the country or other. No conclusions 
regarding the frequency of famines can bo drawn from 
the study of famines in the whole of India in 1640-60 or 
1890-1900, These lists may even mislead uninstructed 
readers, for no part of India suffers fiom famine or scarcity 
every year 

The problem should therefore be studied, not with 
reference to the whole country, but to a particular area. 

For example, if we knew how the price of rice on the 
Coromandal coast had fluctuated in each year from 1600 
down to the end of the 19th century, we should be able 
to reach some conclusions regarding the frequency of 
famines on the Coromandal coast in the 17th century and 
now. But no such information is available 

In Moreland’s list (1640-60) the Coromandal coast 
appears thrice. It is not known whether the deficiency 
of rain actually caused a famine near Pulicat and Madras 
in 1640. In this decade, then, so far as we know, there 
was one famine on the coast (1646-6), the area of which 
seems to have been restricted, while there were two other 
years of deficient rainfall (1640 and 1648). 

The proportion of the actual to the normal (=1(X)) 
rainfall on the East Coast in certain years of the decade 
1890-1900 IS shown below 


[Table 



98 



Rainfall on 

the East Coast * 



1 


1 Proportion of 

Year 

:\radras | 

Montbb 

actual to 


_ j. 


normalC = 100) 

1891 

North East ' 

October December 

30 


North 1 

June-September 

1 51 


North 

October-December 

55 


South 

Jiine-September 

58 

1892 1 

South 

October- Decern be i 

42 

1896 1 

North t\c East 


17 


North 

June September 

' 65 


North 1 

October-Dctcnibei 

53 

1897 

North 


47 


South 1 


18 

1899 

North East 


57 


North 


10 

1 

South 1 

June Scptonibei 

69 

1900 

North 1 


62 


Apart from other 5 ’’ear's ot deficient rainfall, there wab 
serious scarcity on the East Coast in 1891-2, scarcity in 
1899-1900 and scarcity amounting to famine in 1897 

There is an interesting reference to the Coromandal 
coast in the Ttaiels of Georg Andriesz We are 
told that the coast was populous, and that m point of 
fertility it was legarded as secontl only to Gujrat. Fish 
were plentiful, and salted and dried fish were exported 
The climate was healthy “ as of the Cape of Good Hope’', 
and those in bad health, when taken to the land, were 
again quickly lestored to health" The writer then 
proceeds 

“ Here is also no lack of frintb, which grow on trees or iii the gardens , 
they are as plentiful m India as in Europe , except in certain years of very 
great drought, which, as they unanimously declared, occurred every 16, 17 or 
18 years Thus, when lean years come, no rain having fallen for two years, 
the Inhabitants, having little left [with them], must ask then neighbours 
for help But they recover when they again get two good years ” 


Report Prices Inquiry Committee, 1914, Appendix F. 
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Andiiesz adds that as a protection against dry seasons 
the people had tanks “which aie in their circumference 800 
steps 01 more,t” in which ram watei was stored to be used 
when tlie lains failed 

This passage creates a less imfavouiable impresbion 
about famines than Moreland's researches Famines on 
the Coromandal coast occurred once m 16-18 years, the 
people tided over the bad years with the help of their 
neighbours , and recovery was quick Widespread famines 
in which neighbours would not be able to help one 
another, m which moitality would be consequently heavy, 
and from which recovery would be slow and difficult, 
apparently did not occur so fiequently If the people of 
the Coromandal coast did not tell Georg Andiiesz that 
largo numbers of them weie constantly swept away by 
famine, it is reasonable to suppose that they were not 
thus constantly swept away Had they any motive to 
mislead the traveller, or had Georg Andnesz any motive 
to misrepresent the facts'-^ 


\De tier Iktzen van fleonf 1644-50 Amsterddni, 

1670, p 86 The full title of the book is “ \u .iccount of the travels of 
Georg Andnes/ through East India and the (IndiaiO islands, through China, 
Tartar^, Persia, Turkcj, Arabia, Syria, Pakstiuc, Italy and Germany, from 
his departure in the jcai 1644 to his icturn in tho jear 1650”, by Adam 
Olearius, published in High Dutch (Gcinian) and tian^^lated (into Dutch) by 
J H Glazemaker ( \msterdam, 1670) 

In the Preface, written bv Adam Oleaiius, it is stated that the traveller 
Georg Andnesz, went to Batavia at the time when tho inspection of all the 
factories in the East of the Dutch East India Company, which 
took place every throe jears, was about to begin He accompanied tho 
Inspectors in the capacity of a Itjfnarht or body-guard, and thus had tho oppor¬ 
tunity of visiting all the Dutch factories in India They came to Surat in 
1646 The travels of Georog Andnesz were not free from adventure 
When he was returning from Formosa to Batavia, he suffered ship¬ 
wreck and fell into the hands of, first the Chinese and then the Tartars. 
Escaping from his master with an Indian, he passed through various coun- 
tnes and finally reached Europe, 




It is probable that conditions over large parts of the 
country were not very difterent, for the Coromandal coast 
was not then, and is not now, an area peculiarly immune 
from famine In some parth of the country, the condi¬ 
tions may even have been bettei 

This IS also the conclusion 'suggested by a long and 
continuous list, comjiiled from <lifterent sources (discussed 
separately) of the price of coaise ri<< in Bengal from 1700 
to the present time 


[Table 


Oleanus recommends Andnesz in the following words ‘And although 
he may not be classed among the scholars, God gave him as will appeal from 
this book in addition to a good judgment, a very strong memory, which [two] 
do not always go together , and it is wonderful how ho has noted and wntteu 
down BO exactly, among other things, the names of places, mountains, streams 
[and] towns, where he went, and of the people with whom he had to deal ” 
(Preface) 



96 

Price of coarse rice in Bengal, 1700—1925 In seers 
per rupee. 


Year. 

Soers 
per Re 

Year 

Seers 
per Re 

Year. 

Seers 
per Re, 

Yeai 

Seers 
per Re 

1700 

70 

1740 

32 

1780 

30 

1820 

22 5 

1 

40 

1 

31 

1 

38 

1 

23 7 

2 

60 

2 

25 

2 

34 

2 

27 7 

3 

60 

3 

42 6 

3 

40 

3 

21 3 

4 

96 2 

4 

16 

4 

32 

4 

22 0 

6 

77 5 

5 

17 

5 

24 6 

5 

28 1 

6 

90 

6 

34 

6 

25 

6 

21 7 

7 

89 9 

7 

22 

7 

25 5 

7 

24 1 

8 

72 1 

8 

32 

8 

14 

8 

23 7 

9 

88 8 

9 

38 8 

9 

21 

9 

29 1 

1710 

60 

1750 

50 

1790 

24 

1830 

28 6 

1 

57 

1 

38 

1 

20 

1 

31 3 

2 

80 

2 

11 

2 

24 

2 

26 5 

3 

133 3 

3 

21 

4 

29 

3 

26 0 

4 

120 

4 

32 

4 

37 

4 

26 7 

5 

50 

5 

33 

5 

61 2 

5 

27 9 

6 

55 

6 

40 

6 

47 4 

6 

32 7 

7 

50 

7 

42 

7 

47 4 

7 

27 3 

8 

40 

8 

37 

8 

45 7 

8 

27 8 

9 

38 

9 

31 

9 

44 1 

9 

27 0 

1720 

45 

1760 

29 6 

1800 

40 

1840 

28 4 

1 

45 

1 

23 6 

1 

36 6 

1 

30 6 

2 ) 

35 

2 

28 

2 

38 

2 

29 1 

3 

35 

a 

25 

3 

40 

3 

28 G 

4 

40 

4 

31 

4 

42 

4 

27 8 

6 

45 

5 

21 

5 

50 

6 

24 G 

6 

45 

6 

24 

6 

40 

6 

23 1 

7 

44 

7 

23 4 

7 

26 5 1 

7 

28 4 

8 

30 

8 

20 9 

8 

40 1 

8 

35 G 

9 

40 

9 

11 

9 

35 1 

9 

36 1 

1730 

75 5 

1770 

3 25 

1810 

32 

1850 

32 8 

1 

43 4 

1 

24 

1 

30 

1 

40 

2 

35 

2 

34 

2 

45 

i 

29 3 

3 

35 

3 

31 

3 

40 

3 

25 3 

4 

30 

4 

32 

4 

34 6 

4 

28-4 

5 

30 

5 

27 

5 

32 0 

! 5 

35 1 

6 

30 

6 

30 

6 

32 0 

6 

21 7 

7 

40 

7 

17 2 

7 

29 1 

7 

18 7 

8 

40 

8 

19 5 

8 

32 8 

8 

16 4 

9 

30 

9 

25 

9 

26 6 

9 

14 2 
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Continued. 


Year 

Soers 
per He. 

Y( .ir 

S< ers 
pel Re 

Y( ar 

-^- 

Year 

per Ro 

Seera 
per Re. 

18G0 

18 2 

IHSO 

13 3 

lyoo 

12 1 1920 

4 8 

1 

22 0 

1 

10 1 

1 

10 3 1 

5 3 

2 

22 y 

2 

ly J 

2 

y 0 2 

6 0 

3 

21 7 

3 

10 0 

3 

11 3 ' 3 

7 1 

4 

18 0 

4 

12 5 

4 

11 2 4 

6 8 

5 

14 8 

5 

12 3 

<> 

11 7 5 

5 5 

G 

10 2 

0 

13 0 

0 

8 1 


7 

11 r, 

7 

17 1 

7 

0 3 


8 

18 7 

S 

10 1 

S 

G 5 


y 

15 5 

<> 

12 1 

'» 

0 y 


1870 

17 H 1 

[ ISOO j 

11 7 1 

1010 ' 

11 3 


1 

18 t 

1 

12 7 

1 

! y y 


2 

ly 5 : 

^ 1 

10 G , 

2 

y 1 


3 

IS } 


i 1 

3 

7 7 


4 

1 11 7 

1 ! 

y y 1 

4 

7 G 


5 

, 12 7 


12 3 1 

5 

' G 7 


G 

1 IG 0 

<) ' 

' 11 2 

G 

G 4 


7 , 

‘ 11 0 

7 

7 y ' 

7 

7 y 


8 

10 1 

S ' 

10 0 1 

8 ; 

y 7 


y I 

0 7 1 

y 

13 1 

y , 

5 7 



There aie gieat Huctuations ot 

puce tiomyeai 

to year. 

1744-5('^), 1752, i7<) 

t-70 and 

1788*''] 

aie, however, indicated 


as tamiuo yeai> ot gieatei oi mteiisity Of thebe the 
taiiiiiie ot 17b9-70 was uiuloubtedly the woibt It is esti¬ 
mated that oiie-thiid ot the population ot Bengal perished 
in this fainiiR' 

Moieland has oiiticisod the measuies adopted by Shah 
Jahan to lelievo distress in Giijiat in ii)30 as taidy and 
inadequate, though ho does not tind it “ easy to suggest 
what more could have been done ” One would be glad 
to know what relief was provided by the East India 
Company for the famine-stricken people in Bengal in 
1769-70, and the efforts made' by the Company to save 
life. It IS well known that the net revenue collections m 
Bengal of the year 1771 actually exceeded those of the 
pre-famine year 1768* 


Banerjea, East India Finance, 132, Dutt I, 52-53 
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Between 1790 anti 1861 there was no abnormal rise 
in price oxceptm the years 1868 = 60, which maybe regarded 
as years of scarcity rather than of famine. 

Do periods of high puces tend to recur at regular 
intervals 

Jevons in Ins Inrestigations in Currencif and Finance, 
gave a list ot the piiceot wheat at Delhi from 1763 to 
1835, and tried to show that famines locurred peiiodically 
at an interval ot ten or eleven years As a matter ot fact, 
the years of maximum price in this list are 1763, 1773, 
1783, 1792 and 1803, at inteivals of about 10 years, but 
thereatter regularity is broken From 1803 to 1835 prices 
show no regular ascent or descent, and there are several 
maxima and minima The next famine aftei 1803 occurred 
111 1826, and after that in 1834 

The question of the periodicity ot tamines is also 
incidentally discussed in some ot the eaily Punjab Settle¬ 
ment Reports In the Settlement Rcpoit ot the Sialkot 
District (1865) Mr Prinscp, the Sottlenient Commissioner, 
refers to the famines ot 1783, 1812 and 1833, and under 
the heading “Coincidence of their recurrence,” lemarks 

“ Adding to the-iO the Lite MMtation of 1861, wo hai-c within a period of 
83 >oars four famincb which, strange tosiy, have recurred at regular intervals 
of from 21 to 29 )car3 of each other, and e.ich one of which must have tended 
to impoverish the country in a grcitor or less dcgicc ” 

And he added that it was proper to give due weight 
to this recurrence ot famines at regular intervals when 
fixing a new assessment 

In the Settlement Report of thoRohtak Distiict (1880) 
Messrs. W. E. Purser and H C. Fanshaw, the authors of 
the Report, give a list of famines which occuirediiiRohtak 
during a period of 124 years ending 1877-78 The names 
of the famines are given and popular sayings about them 
are quoted, from which it may be inferred that the famines 
actually occurred in the years in which they are stated to 
have occurred. About the ^^iSatha ” famine of Samvat 1860 
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(1802-03) ifc IS said that giain sold at 10 seers per rupee, 
two consecutive liarvosts having failed In the next famine 
called the “ Unhattm" {IHVl A D) prices rose to 7-8 seers 
per rupee About the Natria" famine of 1890 (1833-31) 
people used to say Hama nark f/aija kothi mai?i, balak. 
roi e roti main,’' moaning “the grain-dealer hid in his 
house and the child cried tor biead.” 13ie authors of the 
Report do not believo in a tmi oi eleven-yearly cycle of 
famines They say 

“ Tho faminossoom to havo ocruiii,fl irrogulirl%, and to h.-wo nothing of 
a ejelo n.ituro about thoin , eight m tho pn'v'nt oeiitur% gi\p one c\cr\ ten 
joars on an a\i‘iago , as a fict, two hi\c occmied m oich of tho second, fourth 
and seventh decades, and none in the third, fifth ind •^lxth, though the famine 
of 18G0 G1 was onlv just outsidi tho last ” 

The famine years toi Rohtak, bctoie 18()l,arc 1753-4 
1782-3, 1802-3, 1812-3, 1817-8, 1833-1 and 1837-8 

Some lists of puces aio given at the end of thisChaptei 
Wo have a record ot the piiee of wheat at Farukhabad 
(United Provinces) toi 119_)ears of the piiee of rice at 
Belgauni, Poona and Ahmadabail for 98 years of wheat at 
SIX stations from 1801 to 1921 and of wheat and nco foi 
India for the same period 

All these lists show that puces use and fall periodi¬ 
cally, but that periods o( abiioimally high prices do not 
recur at fixed intervals 

Let us take first the longer lists Befoic 1861, the 
price of wheat reached its maximum at Farukhabad three 
tunes, in 1817, 1827 and 1838, at intei vals ut 10 oi 11 
years, but then there is a bieak and there is no famine 
or scarcity till 1861 As regards rice, while theie are 
considerable fluctuations in piico from year to year, 
between 1824 and 1861 the puce at Belgaum fell below 
13 seers only once, in 1835 For Poona, 1825 was a year 
of scarcity and then ISbO, at Ahmadabad, tho price rose 
to ten seers per rupee in 1826 and three times in the 
decade 1830-41, J^9-6n were undoubtedly 
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years of scarcity. 

Ignoring minor fluctuations, the years of maximum 
price between 18fll and 1921 were the following 1866, 
1868-9, 1878-9, 1897, 190(X01, 1908, 1916 and 1919. 

In some places prices woie unduly high also in the 
following years Meerut and Delhi 1861 (not 1866) and 
1888, Amritsai 1862 (not 1866), 1887 and 1892, Rawalpindi 
1887 and 1892 (not 1861 or 18661 Bolgaiiin 1861-66 and 
1870, Poona 1870 and Ahraadabad 1868-70 

The only definite conclusion that this evidence sug¬ 
gests is a negative one—that theic is no ten or eleven- 
yearly famine cycle 

The years of inaxiinuin pine, as shown by the all- 
India Index numbci foi wheat and lue, aie (he lollowing 


Wheit 

Rko 

1800 

1806 

1869 

18f>9 

1879 

1878 

1888 

1880 

1892 

1892 

1897 

1897 

1900 

1001 

1908 

1908 

1916 

19H 

1019 

1919 


These index nuinbcis again show that there is no 
regular ascent and descent of price, the cycle completing 
itself in 10 or 11 years. In the decades 1861-70 and 1911- 
20 the price of both wheat and rice rose abnormally twice, 
and 111 the decade 1891-1900 the price of wheat no less 
than three times Famine or scarcity seems to obey no 
definite law of lecuironco We have also seen that in 
Bengal, between 1700 and 1790 there were five years of 
famine or scarcity, but between 1790 and 1861 there was 
no abnormal rise in price except in the years 1858-60 

Appendix A. 

Price of (oatse rice tu Bengal, 77W-/95.5 Sonrcti 
nm-1'^13 

With the exception of certain years, the prices for 1700 to 1813 have been 
taken from a table compiled by O. Heiklots, Fiscal of Chmsurah, and published 
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m in jSfcjcHce, Calcutta, 1829 (Vol I 368 9) The Table bearg the 

following headingi 

“ Table showing the market price of Grain etc, in Lower Bengal from the 
year 1700 to 1813, extracted from authentic documenta of one month in each 
yoai, for which gonoially the month of August was selected Drawn up bj G 
Herklots, Esq , Fiscal of Chinsurah ” 

Horklots' list contains manv gaps These, up to the >ear 1785, ha\e been 
filled with the help of the MS Journal of the East India Company kept at 
Fort St William (Indi 1 , Office Library, London—Bengal General Journal and 
Lodger) The Jouinal for 1703 4 bears the following title 

“ Journall Lcttr \, Containing the Vccompts and State of Affairs of the 
United Trade of the English Company Trading to the East Indies, their 
United General Stock in Bengal under the Direction and Management of the 
Council Established by the Hon Court of Managers of the United Trade and 
kept by their Sonant Jonathan Winder, commencing the prime February, 
ending ultimo \pril 1704 ” 

The prices of nco mentioned in the Journal and usod bv me are in most 
cases those of iice purchased in largo quintitiosfor ox(x>rtation , the prices are 
quoted in the rupees, annas and pies per bazaar maund which was about equal 


to the proaont maund of 8i Lbs. Detailed references are guen below 


Puce in seers per 
, lupee 

Quotations 

Source Journal 

Oear and page) 

1704 

96 2 

5 

1703 4,11 

1705 

77 6 

1 

1704 5,81 

1707 

89 9 

1 

1706-7,85 

1708 

72 1 

3 

1708 9,28,29,33 

1709 

88 8 

2 

1708-9,108,116 

1710 

600 

1 

1709 10,142 

1711 

67 0 

2 

1710-11,132.1711 12,55 

1712 

800 

1 

1712-13,89 

1713 

133 3 

! 3 

1713 14,54,80.81 

1727 

44 4 

4 

1726 27,169 70, 1727-28,96 

1730 

76 5 

1 ^ 

1729 30,145 

1731 

43 4 

3 

1730-31,124 

1737 

40 0 

1 

1737-38,104 

1738 ! 

40 0 

1 

Do. ,138 

1743 

42 5 

1 

1742-43,309 

1749 

38 8 

1 

1748-49,467 

1760 

29 6 

8 

1759 60,188 9 

1761 

23 6 

6 

1760-61,180 1 

1766 

21 0 

3 

1764-65,304 (St Helena stores) 

1767 

23 4 

2 

1766 67,328 

1768 

20 9 

4 

1767 68,266-7 

1777 

17 2 

3 

1776 77,193-5 

1778 

19 5 

3 

1777-78,418 

1782 

34 0 

1 

1781-82,634 

1783 

40 0 

1 

1782 83,479 

1784 

32 2 

1 

1784-86,472 

1786 

24 6 

1 

1784-85,702 
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These pucos, strictly ^peakmg, cannot be compared with Horklots Her 
klots’ quotations are goneially for the month of August, the prices gi\en above 
are for difloioiit months of tho year, or averages of quotations for several 
months Tho puces gnon in tho Journal, however, are useful, in so far as 
they show whether famine or scarcity did or did not exist in tho year m ques 
tion For example, the year 1704 is a blank in Herklots’ list But from tho 
Journal wo learn that m April 1704 rice was puichasod by the East India 
Company, presumably at Calcutta, at tho following puces 


Quantity in Mds 
1,000 
498 
1,061 
3,040 
694 


Price, Mds per Ho 
2 0 
2-10 
2 20 
2 21 
2-30 


The aveiago of these rates is 96 2 seers per rupee The exact price does 
not matter, wc know that the >ear 1701 was not a year of famine, and that 
IS sufficient for our purpose This /•< /hr onhf use niadi of these pi nev 

Tho prices for 1795 1801, both inclusue (left blank in Herklots’ list), are 
tho average of the highest and the lowest price m each yevr of Backorganj nee, 
quoted in the Bengal Commeicial Bepo/fs (India Office Libiary, London) from 
1795-96 to 1801 2 

1^14 00 The source of prices for 1811 to 1843, both inclusive, is also the 
Bengal Comtneicinl Repoil (1814-15 to 1843-4) From 1814 to 1828, both 
inclusive, the price, as before, is tho average of the highest and tho lowest price 
of Backerganj nee for each year, excepting the year 1825 for which 
no quotation for Backerganj rice was available, and tho average of Moomfhi/ 
and Bnilnm was taken For the years 1829 to 1843, both inclusive, tho quota¬ 
tion represents tho average of tho highest and tho lowest puco m tho year for 
Moonghy and BaJIam 

For tho years 1844 to 1854 tho source of information is tho newspaper 
Englishman of Calcutta 


Year 

Price in seers 
per Re 

Grade 

Quotation for 

1844 

27 8 

Moonghy & Bat- 

Sep 2,1844 



lam average 

1845 

24 6 


Sept 15,1845 

1846 

23 1 


Sept 20,1846 

1847 

28 4 


Sept 6,1847 

1848 

35 6 


Sept 4,1848 

1849 

361 

1 

Sept 10,1849 

1850 

32 8 


Sept 2,1850 

1851 

40 0 

Table, middling 

Jan 1851 

1852 

29 3 

Moojighy 

Sept 6,1852 

1853 

25 3 

Afootiq & B^lam, 

Sept 2,1853 

1854 


average 


28 3 


August 28,1854 
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Prices for 1855 to 1860, both inclusive, are those given in the Report on the 
Famine in Bengal and Orinvi of iStiQ (p 6) 

lHfll-192r) The prices are taken from the//t^ie;c Numheriiof Indian Prices 
(average of Moonghy and Ballam) It was necessary to convert prices, gi\en 
in the Report in rupees per mauncl, into seers per rupee The prices are 
wholesale 

It may be stated once more that while prices taken from different sources, 
relating to different areas, and not alwajs to the same quality of the com¬ 
modity, cannot bo used for making exact calculations regarding changes in 
the purchasing power of money, they aic useful in a very limited sense— 
that IS, in showing whethei famine or scaicitv prevailed in a particular year. 

Appendix B. 

Price oj Wheat and Rice in leeis jx-t linjxe 
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Pnce of Wheat and Etce tn seers per Rupee —contd 


RICE 

Year Wheat-- 

Farukhabad 1 

Belgaum Poona Abmadabad 


7 30 13 0 17 1 13 5 


8 

14 

13 7 

15 9 

10 0 

9 

34 

IG 2 

13 1 

11 0 

1840 

29 

17 0 

12 5 

1 11 5 

1 

27 

17 5 

12 5 

15 0 

‘i 

2G 

21 2 

13 b 

i 13 5 

3 

35 

24 0 

14 8 

18 5 

4 

32 

25 0 

14 8 

' lb 5 

5 

32 

1 22 6 

17 1 

18 0 

G 

34 

i 18 7 

13 G 

1 13 5 

7 

3G 

20 0 

15 9 

13 0 

8 

44 

21 2 

U 8 

1 130 

9 

48 

27 6 

14 8 

I 12 0 

1850 

42 

28 0 

15 9 

11 5 

1 

44 

28 2 

14 8 

1 13 0 

‘2 

45 

24 0 

15 9 

: 13 5 

3 

34 

22 0 

14 8 

13 5 

4 

25 

22 0 

14 8 

14 0 

6 

40 

18 5 

17 1 

13 1 

G 

34 

18 G 

14 8 

13 0 

7 

29 

1G*6 

, 13 6 

12 5 

8 

33 i 

i 20 5 

12 5 

1 10 6 

9 

31 1 

1 19 0 

11 4 

' 95 

1860 

24 

16 0 

10 2 

7 5 

1 

13 9 

1 13*4 

11 3 

9 2 

2 

300 

' 14 5 

10 5 

9 9 

3 

33 2 

8 2 

' 80 

8 2 

4 

22 8 

; 63 

1 7 0 

6 4 

5 

18 8 

1 7 3 

b 7 

1 b 2 

6 

13 9 

6 6 

7 8 

' G 0 

7 

21 2 

1 10 2 

G 7 

7 4 

8 

20 9 

i 12 2 

10 2 

G b 

9 

13 7 

1 90 

8 0 

G b 

1870 

19 8, 

f 8 5 

7 2 

1 b G 

1 

[24 l]j 

I 13 4 

8 7 

; 9 7 

^ 2 

17 8 , 

9 8 

8 3 

[ 9 9 

^ 3 

16 7 1 

10 8 

10 2 

i 11 0 

*. 4 

16 4 . 

15 2 

11 9 

1 11 4 

6 

21 7 

16 5 

11 9 

11 6 

6 

27 9 . 

11 9 

10 6 

' 8 7 

7 1 

16 9 1 

7 1 

7 5 1 

7 8 

8| 

14 8 1 

84 

7 G 

6 7 

'■ ^ I 

14 0 1 

9 4 

8 4 1 

7 8 

1880 

17 9 

11 0 

9 1 

10 1 

1 

19 2 

119 

11 3 

12 0 

2 

18 0 

11 1 

12 1 

9 6 

3 

18 7 

12 4 

11 3 

13 0 

4 

21 2 

14 2 1 

10 0 1 

10 6 



Wheat 

Farukhabad 




Belgauni { 

Poona 

jVhmadabad 

5 

212 

121 

10 5 

11 3 

G 

18 0 

11 4 ' 

9 8 

11 2 

7 

14 8 

11 2 ! 

10 2 

11 6 

8 

U 4 

11 1 

10 2 

10 3 

‘) 

15 8 

12 4 

9 2 

8 1 

1800 t 

14 2 

12 6 

9 9 

8 8 

1 

13‘2 

10 5 

10 1 

9 7 

2 

1.) 7 

10 2 

8 5 

9 3 

3 

1| 2 

11 7 

10 0 

11 0 

4 

IG 3 

10 0 

10 G 

12 7 

5 

14 8 

11 2 

10 8 

13 2 

6 

10 5 

12 0 

10 0 

9 9 

7 

9 8 

9 6 

7 8 

- 7 6 

a 

15 7 

11 6 

9 () 

90 

0 

16 G 

10 6 

9 8 

9 9 

1900 

12 2 

83 ’ 

7 5 

9 1 

1 

12 7 

10 2 

9 1 

10 3 

2 

15 4 

12 7 

9 3 

11 0 

3 

IG 3 

12 9 

9 5 

10 3 

4 ' 

18 0 

12 7 

9 1 

10 4 

5 ' 

12 8 

10 4 

9 3 

10 2 

6 

11 G 

87 

80 

8 8 

7 

10 2 

88 

7 6 

8 4 

8 

8 1 

8 7 

b 9 

7 6 

9 

8 8 

87 

83 

' 9 3 

1910 

11 1 

9 0 

8 8 

• 10 0 

1 

13 1 

90 

8 1 

1 8 5 

2 

12 1 

7 3 

6 6 

• 7 9 

3 

10 6 

7 8 

6 1 

6 8 

4 

85 

80 

6 8 

1 G 4 

5 

8 1 

86 

7 1 

1 6 3 

6 

99 

8 1 

bb 

5 7 

7 1 

9 5 

7 4 

6 8 

6 3 

8 

7 4 

5 1 

4 8 

4 8 

9 

6 7 

4 9 

3 7 

4 0 

1920 ; 

6 5 

4 7 

4 4 

4 0 

1 

5 G 

5 5 

4 3 

4 0 


Xoft'* 

Pricen Wheat The '»ource of information is tho Settlement 

Report for Farukhabad, 1875 (pp 10-11) it is explained by the Settlement 
Officer that tho piioes gnon are those ruling on the 18th of each Baisakh 
This was tho har\est rate fixed when the nature of the year’s crop had been 
fully ascertained It was generally somewhat below the highest rate obtained 
throughout the year, but considerably above the average struck on the pnoe$ 
for the twelve months. 
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Rice The prices have been taken from the Report of the Select Commit¬ 
tee on East India Finance, 1871 (Appendix No 4 p 613). In July 1863 the 
Government of Bombay appointed a small Commission to inquire into the 
changes that had taken place during the preceding 40 years in the cost of 
living The Commission reported in March 1864 I have not seen the 
original report The price of rice is throughout quoted in tolas per rupee and 
has been converted into seers at 80 tolas per seer Probably it is retail price 
Prices aftei 1S61 See Prices and Wages Reportlth, 24th and 37th Issues. 
In the last mentioned prices are given (1907-21) in rupees per maund of 
82 286 lbs , and had to bo converted into seers per rupee The prices are retail. 

The price of wheat in 1871, [24*1] is that for Cawnpore, no information 
being available about the price at Farukhabad in this year. The rate quoted 
would show that 1871 was not a famine jear. 

Appendix C 

Index Numbers of Pi ices 1873 = 100, Retail Prices 


Year 

WHE4T* 

Rice 
(India) t 

Cawn¬ 

pore 

Faiz- 

abad 

Meerut 

Delhi 

Amrit-I Rawal- 
sar j pindi 

Indiat 

1861 

96 

61 

126 

129 

140 

64 

86 

90 

2 

60 

64 

60 

72 

170 

69 

73 

75 

3 

58 

56 

61 

75 

128 

62 

80 

79 

4 

84 

69 

85 

89 

93 

73 

102 

96 

5 

99 

92 

98 

96 

99 

68 

115 

128 

6 

118 

111 

86 

98 

98 

67 

129 

155 

7 

99 

65 

94 

91 

104 

76 

101 

129 

8 

83 

87 

79 

91 

135 

146 

96 

no 

9 

144 

111 

153 

163 

200 

139 

148 

129 

1870 

107 

80 

129 

147 

168 

122 

1.36 

109 

1 

69 

62 

83 

87 

104 

103 

90 

93 

2 

86 

93 

83 

91 

108 

98 

98 

87 

3 

100 

100 

100 

100 

100 

100 

100 

100 

4 

96 

95 

98 

99 

99 

78 

94 

118 

5 

71 

62 

91 

89 

97 

64 

81 

102 

6 

66 

59 

78 

77 

98 

67 

78 

114 

7 

103 

92 

102 

103 

97 

65 

102 

133 

8 

120 

120 

135 

135 

142 

103 

147 

169 

9 

117 

108 

135 

135 

172 

200 

158 

154 

1880 

90 

84 

109 

109 

148 

169 

118 

121 

1 

81 

81 

99 

98 

119 

141 

96 

96 

2 

89 

89 

109 

102 

98 

91 

101 

96 

3 

89 

86 

112 

100 

101 

74 

103 

no 

4 

75 

77 

99 

95 

93 

60 

91 

135 

5 

74 

72 

91 

84 

92 

65 

89 

137 

6 

84 

81 

no 

100 

119 

88 

103 

128 

7 

101 

101 

134 

129 

152 

133 

121 

123 

8 

102 

103 

135 

129 

144 

127 

123 

131 

9 

99 

1 

104 

119 

no 

117 

97 

118 

148 
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Year 

Wheat* 

Rice 

(India)+ 

Cawn- 

pore 

Faiz- 

abad 

Meerut 

Delhi 

Amrit¬ 

sar 

Rawal 

pmdi 

Indiat 

1890 

107 

106 

123 

116 

128 

98 

■ 

117 

147 

1 

114 

117 

145 

135 

168 

126 

137 

150 

2 

117 

116 

143 

131 

180 

149 

151 

179 

3 

106 

107 

126 

114 

148 

125 

127 

162 

4 

93 

92 

103 

93 

96 

74 

105 

152 

6 

102 

106 

123 

110 

129 

90 

116 

143 

6 

143 

138 

166 

161 

189 

153 

153 

162 

7 

167 

151 

199 

192 

235 

185 

200 

207 

8 

110 

95 

138 

132 

148 

115 

143 

158 

9 

112 

98 

135 

130 

149 

127 

140 

145 

1900 

143 

130 

171 

168 

197 

158 

170 

171 

1 

135 

123 

153 

143 

153 

123 

100 

180 

2 

115 

103 

130 

125 

143 

126 

142 

165 

3 

107 

95 

130 

125 

141 

124 

129 

160 

4 

101 

94 

124 

120 

133 

107 

123 

147 

fi 

133 

122 

154 

147 

155 

118 

142 

169 

6 

140 

132 

155 

150 

150 

125 

155 

209 

7 ! 

155 

150 

177 

170 

170 

128 

168 

229 

8 

! 200 

186 1 

239 230 

256 

207 1 

226 

254 

9 1 

183 

102 1 

212 

203 

235 

188 

203 

220 

1910 

1 147 

132 1 

109 

162 

181 

147 

170 , 

198 

1 

: 132 

116 1 

151 

149 

167 

137 

163 ‘ 

199 

2 

140 

127 1 

163 

167 

184 

162 

170 

230 

3 

167 

134 j 

180 

183 

195 

172 

177 

256 

4 

185 

102 1 

212 

209 

218 

171 

200 ! 

254 

6 

210 

192 1 

244 

239 

270 

210 

227 

246 

6 

180 

161 1 

208 

203 

227 

187 

193 

1 234 

7 

185 

163 ; 

217 

210 

250 

213 i 

1 205 

' 215 

8 

t 234 

195 1 

271 

268 

305 ; 

266 

1 270 

228 

9 

299 

257 

340 

327 

366 

302 

341 

357 

1920 

269 

230 

312 

287 

318 * 

297 

310 

376 

1 

313 

267 

377 

360 

426 

386 

1 360 

355 

2 







315 

326 

3 







i 356 

308 

4 







1 246 

i 335 

8 







294 

, 352 

® i 







; 281 

359 

7 I 







! 267 

1 368 


• Pnces and Wages Repent 
t Index Nundars of Indian Prices, lSGt.1920, 







CliAPTfiR VI 


The Rise of Prices \FTFn 1861 Thf Evipf.vce of 
Settlemfxt Officers 

The enormous rise in the price of footl-grains, %vliich 
IS of such vital significance to the ordinary landless 
laboiuer, is a comparatively recent phenomenon As we 
have seen, the price of wheat at the beginning ot the 17t!i 
century was 185 lbs per lupee, equal to 9 seers In 
Sikh times, if in the large cities of the Punjab wheat was 
selling at a maund foi the rupee, it was coiisideied lathei 
dear than otherwise * A iter the annexation of the Punjab, 
in 1861, a good year, the aveiago price of wheav in the 
Province was 47 seers, while in certain Divisions the 
price was still lower (Jhelum 48 seers, Peshawai 54 , Loia 
67, Multan Gi) * Thus in the course of about 250 yeais 
the price of wheat rose something less than 100 per cent 
The price of wheat in the Punjab during the past 
10 years is shown by the following statement 


Harte&t price of icheat in the Punjab ^ 


Year 

Scors per rupee 

1918 19 

7 2 

1919-20 

8 1 

1920-21 

60 

1921-22 

70 

1922 23 

10 7 

1923-24 

10 8 

1924 26 

77 

1925-26 

8 1 

1926-27 

90 

1927-28 

91 


* Punjab Administration Report, 1865 66, pp 91 2 * Punjab Ad 

11ation Report, 1849-50 and 1850-51 * Season and Crop Re/jort, P, tjah, 

1927-28 
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In a year of plenty, at the present time, the purchas- 
ing power of the rupee in terms of wheat, as compared 
with 1851, 18 something less than 4 annas, while in a 
normal year the price is about 6 times higher This 
violent change has roine about in the course of three- 
{juarters of a ccntur'y 

It 18 therefore of some mteiest to study the nature of 
the change and its causes Piici' tluftuations to-day aie 
fundamentally different from those <d T) year ago 

Prices in good years hefoie the eid of lailwajs weie 
veiy low, and the fluctuations of prices fioni }ear to }ear, 
were not iMfrcipienth great and violent The exjioit of food 
gi ains, though it is undoubti'dU respoiisihh* lu some measuie 
toi the rise of piiees <luiiug tlie jiast hfty years, still exer¬ 
cises a steadying iiiflueuce on pines in the sense that it 
pro\ents large iiicgulai o'^cillations Pines do not fall 
heavily when the lianest.s aie good iioi do they iise 
sharply when they me pool Put it was not so three-quait- 
ers of a century ago. Foi e\dnij)le the quantity of \^lledt 
sold for a ruiiee iii Moutgomei} (Punjab,) fell fiom 47i 
seeis ill 1848 to 23^ secis in the following jeai It in- 
creaised to 37^ seeis in 1800 but fell to 20 seeis m 1851 
and rose to 52i seeis in lo52 In the town of Haripur 
Hazaia the piiee of wheat in 1852 was a little les^ than 
8 as. a maund, in 1853 it lose to a lupec In 18b0, in 
the same ])lace, the pnee wms 12 annas a maund and in the 
following jeai two rupees Thoie weio also gieat vaiia- 
tions in puces iii tlilfereiit places at the same time. 
Pakpattaii, Dipalpui, and Hujra aie iii the same dLstiict— 
Montgomery, but in the year 1849, while wdieat sold at 
42 seers a rupee in Pakpattan, the aveiago quantity to be 
obtained for a rupee in Hujra and Dipalpur was 23^ seers 
only. 

Hiflferences in puces between two distant places 
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were, as might be expected, still more remarkable. 
For example, barley sold at the scarcity price of 18 
seers per rupee m Panipat in 1860, while no less than 
101 seers could be obtained for a rupee in Mamdot 
Ilaqa. 

Such differences in prices are unknown to-day 
Prices, of course, are not exactly the same in all parts 
of the country, but ordinarily they do not differ by more than 
the cost of transportation. In those days each place 
had to be more or less self-sufficient, as means of com¬ 
munication were few. A good harvest gave a surplus 
but there were no means of getting rid of the surplus, 
and prices fell In a bad year scarcity caused prices 
to rise, but there was little importation of food from 
outside. The sufferings of the people when scarcity 
amounted to famine were terrible In the ‘ San Chali&a ’ 
famine (1783 A. D), price of wheat in the Sialkot dis¬ 
trict rose to 18 seers, then to 6 and finally to If 
seers. “ Numbers of people fled to Cashmere,” says Mr. 
Prmsep m his report on the Revised Settlement of the 
district, (dated 1863) “ and there was great mortality 
all over the land.” In the ‘ Das Maha ’ famine of 
Savibat 1869, (1812 A.D), wheat sold at 6i and Bajra 
8 seers. It was remarked that a new grass was produced 
over the country on which people subsisted, and they 
gave it the name of ‘ Gharoshunee,’ In the next famine 
of Sambat 1890 (1833 A.D.), wheat sold at 8 and 10 
seers. “ The distress in this district,” says Mr. Prmsep 
“ was veiy great, and had been aggravated by the very 
heavy assessment which preceded it. People remember 
it as ‘ Murkuneewala ’ year from a shrub which grew 
abundantly, and which was mixed up with the food 
eaten.”! Famines visit the land very frequently even 


t Page 64 of the Settlement Report. 
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now, but generally speaking it is true that deaths by 
starvation have become a rare occurrence, and that 
people are not reduced to the necessity of subsisting on 
shrubs and grass even in the worst famine. 

The chief feature of the early Punjab prices is the 
great fall which occurred in the first three years after 
annexation, and which was the cause of no small amount 
of embarrassment to the Government Fixed money assess¬ 
ments were substituted for gram payments in 1847, but 
the prices assumed for the assessment of land were too 
high “ Collections became difficult”, says Mr, Prinsep, 
“ I had to give largo remissions . and from that date, 
1851, till 1858, the effects of former high settlements 
were felt on all sides In the Churkuree Mehal, 
particularly, people absconded, wells were lying neglect¬ 
ed, and nothing short of immediate relief would have 
saved the irrigated tract, and to give this the new 
assessments were more expeditiously brought about."’ 

The land tax was reduced everywhere “ In the 
whole of the Punjab the reduction of the land tax may 
be estimated to be equal to twenty-five per cent, exclu¬ 
sive of any extras which may have been levied,” says 
the General Report tipon the Administration of the 
Punjab for the years 1849-60 and 1850-51. In spite of 
the reductions complaints on the part of the agricultur¬ 
ists were “ loud and general.” The chief cause of their 
distress was the fall in prices Production had exceeded 
consumption and there were no markets to which the 
surplus could be exported. The causes of agricultural 
distress are well analysed in the Administration Eeport 
(1849-50 and 1860-61) *— 

“ For the three first years after annexation the harvests, with a few 
isolated exceptions, were remarkably favourable For twenty years, the 
agriculturists declare, they ha\e never witnessed such crops of wheat 
and barley. Not only did the unimgated lands usually under culti¬ 
vation yield a particularly large return, but cultivation was greatly extended* 
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Lands which m oidinary seasotis wero soldom sown, gave large returns 
These circumstances, joined to the general peace and socuiity of the country 
and the fact that large bodies of disbanded soldiers and discharged employees 
had to turn attention to agriculture foi a subsistence, all contributed to 
cause so gieat an lucroabo of produce as to reduce puces to an unprecedented 
extent The result of these different causes has doubtless been that 
pioduction has exceeded consumption, and hence that while an abundance 
of food exists, there is not .i sulhciont market to secure its sale at re- 
muneratno puces No couutuos suiround the Punjab to which any 
gieat quantity of grain could be expoitcd To the west the disturbed 
state of Afghanistan and the dithcultios aud the cost of transit must 
prc\eut the export of food To the south aie Sindh and Haha%valpui, the 
former producing moic than it consumes, the lattei a poot and thiiilj 
peopled tract To the cist is the Julluiidher Doab, dcnselv {leoplod, but so 
fruitful Ill its own soil is fulh to suppoit the inhabitants To the north 
are the hills whose inhabitants ha\o not the moans of purchasing our 
surplus pioducc ” 

The wiitei of the loport, evidently did not foiesec 
the rise of the great expoit tiade by sea which now 
carries away all our surplus food-giains to foreign 
lands The net-work of lailways which connects the 
principal markets of the Punjab with Karachi did not 
then exist Thirty years latei, however, we find a 
settlement officer thus predicting the future course ot 
the price of food-grains and justifying the prices 
that he had adopted for assessment — 

“I do not think that the adopted puces aie too high They lathei 
err on the side of lowness It is probable that the a\ciago price cuuent 
6f the next 20 j cars willahow considerably higher rates The opening of 
the railway to Kaiaihcc and the thereby inoieasod facility for exporting 
giain to Euiope will most certainlv tend to keep up the pneo of food 
giaius in the Punjab It will piftvent all accumulation of giain As 
sexm as the piicc of wheat falls to the point at which it becomes piofit- 
ablc to export it to Euiopc, it wdl bo exported and prices will hardly 
ever fall below this minimum ”* 

The price of wheat in the Punjab to-day is deter¬ 
mined by the world price of wheat, and as the price of 
wheat regulates the price of inferior food grains, it may be 
said that the causes which detemme the price ot food 
grains in the Punjab to-day, whether directly or indirectly, 
are not local but of word-wide significance 

• Report on the Revised Settlement of the Jhavg Dialnct of the Punjab by 
E B Steedman^ Settlement Officer 
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The effect of the improvement of the means of 
transportation, which has linked the different parts of 
the country together, and of the development of the 
export trade in wheat, which makes the price of wheat 
m India rise and fall with the world price, is well 
brought out by the accompanying Charts, showing the 
fluctuations in the price of wheat at Faiukhabad (United 
Provinces) from 1803 to 1921 It will be seen that 
the fluctuations in price at the piesent time are less 
violent than those in the pre-railway days The moving 
average shows no general trend before 1850 , after 
that year it steadily falK, showing a continuous decrease 
in the puichasing powoi of the lupee in terms of wheat 
The actual rise of prices began alter 1861 

PnceoJ Wh^ut at Fai ukhabdd, /soj—/9J/, i/» tetrs per rupee 


Year 

1 1 

1 Price in 1 
Iseers per' 
1 rupee 1 

10-j early Devui- j 

moving ,tion from] y 
( average moving | ^ 

(centred)! | average j 

Puce in 
»eer8 per 
1 rupee 

lO-vearl) 

moving 

average 

(centred)! 

Devia- 
i tion 

1 from 
j moving 
average 

1803 

47 


1 

32 


4 

41 

! I c 

, 27 

32 

! -5 

6 

45 

I 7 

15 

32 
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G 

3G 

i , , 8 

. 33 

33 

0 


43 ! ; , ! 9 ' 37 33 I + 4 


8 

44 

14 
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9 

38 

44 

6 

1830 

U 

33 

-1 





1 

34 

34 

0 

1810 

3G 

44 

-8 

o 

45 

35 

' +10 

1 

62 

45 

+ 7 

3 

38 

35 

1 +3 

2 

G1 

44 

+ 17 

4 

27 

34 

; -7 

3 

39 

41 

-2 

6 

48 

33 

1 +15 

4 

45 

40 

+ 5 

C 

34 

33 

-H 

5 

48 

38 

-1^7 

7 

30 

32 

1 -‘<2 

G 

47 

37 

-HO 

8 

14 

31 

-17 

7 

15 

35 

1 -20 
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34 

31 

I +3 

8 

23 

34 

-11 1 



i 


9 

20 

32 


1840 

29 

' 30 

- 1 




i 

1 

27 

1 29 


1820 

21 

31 

-10 

2 

2G 

30 

1 -4 

1 

40 

29 

-HI 

3 

35 

' 31 

+ 4 

2 

43 

29 

+ 14 

1 4 

32 

i 34 

-2 

3 

27 

29 

-2 

1 ^ 

32 

35 

-3 

4 

80 

81 

-1 

6 

34 

36 

-2 
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Year 

Price m 
seers per 
rupee 

10-yeatly 

moving 

average 

(oentr^)t 

Deviation 

from 

moving 

average 

Year 

Price in 
seers per 
rupee 

lO-yearly 
moving 
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[>evia{lon 
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moving 
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7 

36 

38 

-2 

5 

21 

18 

•fS 

8 

44 

39 
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6 

18 

17 

+1 

9 

48 

39 

+9 

7 

15 

17 
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8 

14 

16 

-2 

1860 

42 

39 

+ 3 

9 

16 

16 

0 

1 

44 

39 
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2 

45 

39 

46 

1890 
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15 

-1 

3 

34 

38 

-4 

1 

13 

15 

-2 

4 

25 

37 

-12 

2 

14 

14 

0 

6 

40 

35 
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3 

14 

14 

0 

6 

34 
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42 
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16 

14 
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7 

29 
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-1 
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15 

14 
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33 

29 

44 

6 

11 

14 

-3 

9 

31 

29 

42 

7 

10 

14 
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24 

28 

-4 

9 

16 

14 
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1 

14 

26 
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30 
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12 

14 

-2 
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38 

24 
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1 

1 

14 

-1 

4 

23 

22 
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2 

15 

14 
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6 
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-2 

3 

16 

13 

43 

6 

14 

21 

-7 

4 

18 

13 

45 

7 

21 

21 

0 
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13 

13 

0 
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When did the nee in food-grain prices begin in 
the Punjab ? 

In my Essays on Indian Economic Problems, publish¬ 
ed in 1922, Chapter IV, I attempted to show that the 

t OmiiNd by of »two-y««rly morlng average. 
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price of food-grams m the P(inial) began to rihe after 
1851 Prof Myles has taken ex( option to this view 
The sub)Got is of -'Oino impoiianee, as the eourse of 
iood piires all ovei India'•iiue 18<>t has becni the same 
as in the Piinjab, and th*> (onclu'.ions winch are valid 
for the Punjab aie also valid for the rt st of India 

On page 44 of Ins paper r in the Indian .Journal 
of Economics, Vol VI Pait I, Pi of Myles sums up his 
conclusions legaiding the iin»\cment of food prices in 
the Punjab fiom 18(U to P.l'iO lie believes that the 
geneial level of prices remained lemaikablv ''table fiom 
IHbl to 1887, in spite of yeai^ of vcveie famine and 
yoais of jilenty—a c oin Iu''ion ulnrh <!■> he -Na^s. is 
“ (hamotiically oppo''ed to that geiieialh accepted ' and 
which I reached in m} book mentioned abo\e 

Prof M}les’s enquny begins licmi 18()I and there 
IS no lefeience to pines befoie I8(il in his paper. 
In ap})cais to him that the june of food giains began 
to rise in the Punjab aftei 18S7, and he, in pait, accounts 
foi it by connecting it with " the impiovement of com¬ 
munications in the proMiiee, and the linking up of its 
maikets with those of the west * If he had examined 
food prices m the Punjab befoie 18(11, he wnjuld have 
found that this influence began to woik much earlier, 
and in fact the great rise' m Punjab food puces began 
after ISfll 

I juopose to show, fust, that food piucs m the 
Punjab befoie ISbO w'cie much lowei than the prices 
after 1880, and second, that between 1881 and 1887 food 
prices in the Punjab did not leinain lemaikably stable 
but showmd a marked ujiwmrd tendency. 

My method of mquiiy will bo twofold In the first 

t The paper has been reprinted by the Board of Econopiio Enquiry, 
Punjab, Rural Section 
* P 46, 
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place I piopobe to review the Settlement Reports re¬ 
lating to tln^ peiioil Prof. Myles completely ignores 
them The Settlement Officer may not be a trained 
economist But he is a practical man, and when he 
examines ]nice statistics he has a practical end in view 
When a new settlement is made, and a higher assess¬ 
ment IS proposed, the Settlement Officer must state 
his grounds lor proposing it Now the use of prices 
IS one of these grounds, and if we find a Settlement Officer 
justifying the higher assessment pioposed on the ground 
that pi 1 C os had iison, it is leasonable to assume that 
prices did actually lut', unless we can show that the 
Settlement Officei misinter[>iet('(l the facts 

To the people ot the pioviu-e also, upon whom 
higher assessments weie imposed in this period, the 
question of the rise ot puces was a practical question 
One may show by means ot a smoothed curve that food 
prices remained lemaikably stable fiom ISdl to 1887, 
but, as we shall see, that wnis not the \ lew taken of the 
movement of prices in this peuod by those who imposed 
higher assessments and those w'ho jiaid them 

The verdict of the Settlement Officer, therefore, is 
important, and it cannot bo lightly ignoicd because 
it conflicts wuth the tendency of a smoothed curve 
JuUundur District 

Mr W E Purser, in his Final Report on the Re¬ 
vised Settlement of the Jullundur District, published m 
1892, thus refers to the couise of prices in this district 

“ The geneial result was found to be that m the 
first decade after the Regular Settlement (completed in 
1861) prices fell off greatly, but after that recovered, 
and have tended to rise higher and higher since.^” 

Mr Purser wrote a note on prices in the Jullundur 
District from 1846 to 1882, which has been published 


(1) P 156, 
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as Appendix XII to the Asses^mient Report of Tehsil 
Nawa^hehr, 1883 Ho divides his statistics of prices 
into four periods of which the first ('xteruls from 18Hi 
to 1861, “till the gieat rise in prices be^raii’ to (pujte 
Mr Purser’s own words, and the second fioni 1862 to 
1882 He rc^^arded the returns of prices relating to 
the chief cro[)s of the district, wheat, gram, maize, 
cane, cotton and moth as ‘‘ fairly correct ” District 
averages for the principal food grams m ({iiinquennial 
periods fiom 1816 to 1882 aie given helo\\ — 


.'seer6 per rupefi 



\\Ticat 

Gram 

i_ 

Barlc\ 

Alaoe 

Joiin) 


ta) 

(M 

1 (a) 

(H 

ta) 

(b) 

(a) 

(h) 

(a) 

(b) 

1846-51 

31 

40 

33 

42 

37 

61 

16 

49 

48 

59 

1851 56 

18 

58 

64 

76 

61 

100 

63 

81 

62 

56 

1856 61 

* 52 

66 

; 66 

76 

65 

78 

63 

65 

48 

63 

1861 66 

30 

38 

40 

48 

40 

56 

43 

47 

38 

38 

1866 71 

' 22 

25 

' 19 

30 

27 

32 

27 

34 

21 

23 

1871-76 

26 

33 

1 33 

39 

32 

42 

34 

39 

30 

34 

1876 8‘2 

22 

1 

26 

1 

1 26 

36 

31 

33 

25 

30 

26 

28 


(a) A\eraRo prices of trade transactions 

(b) A%erage prices recoisod bv agriculturists 

In will be seen that prices in the quinquennia 
1861-66 and 1886-71 were higher than in 1856-61 or 
1861-56 Prices fell in 1871-76, but the level was still 
higher than in 1861-66 In 1876-82 prices were higher 
than in the preceding quinquennium, and much higher 
still than in the quinquennium 1861-66. 

(1) Appendix XII to the Assessment Report of Tehsil Nawashehr, 
1883, Clvi, Para 1. 
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Avoi.i^e district puces fioin lS4(i to 1861 (lo 
yeais) oio complied below \\ifli flie aveiaf^o of 21 years 
Irom 18()2 to 1882 


Jn'Nf^/e recciK’d btf iujru'nltunsts 

ai eiof/es 



i84b-(;i 

1882-82 

Wheat 

51 

31 

Oram 

b5 

38 

Bailey 

78 

38 

Maize 

113 

38 


IS 

28 

Having tl 

figures betoio hiiii, it 

may well 

to Ml Pill St 

that the great rise 

in puces 

aftei 18dl 

Gujmimalu 



The revision of Sottleraent ot the Gipranwala district 
took place in l&SO—‘)-l and the Repoit was n?sued in 
181)4 Ml (later Sii)M F O'Dwyei uas the Settlement 
Officer He tolK us that the oiKpiii} into piiccs was 
earned back as fai as the vear 1853, fiom which full 
statistics weie available, with the view ot deteiminiiig 
not only the average (-lazette puces, but the average 
haivest prices realised by agrir ultuiisN, which are 
more important foi asses^-ment purpose^ The books ot 
the leading traders at the chief centres in each tehsil 
were carefully examined, and unbiokeii senes ot puces 
of the chief food-giains and agricultural produce wTre 
obtained. It was also found possible to discriminate 
between the prices in transactions between agiiculturists 
and traders, ? e, harvest prices, and the ordinary retail 
prices The results of the enquiiy are shown in the 
following table — 
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31 
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20 

3 

IS 

21 

Barlo\ 

54 

55 

51 

31 

IS 

00 

15 

40 

27 

23 

31 

Oram 
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11 

27 

33 

75 

40 
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17 

25 

27 

Mai/e 

3'J 

47 

40 

20 

23 

50 

Ot 

32 

2> 

^0 

23 
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37 

15 

11 
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37 

15 

30 
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17 

20 
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It should 

be 

noted 

that 

the 

prices , 

assumed foi 



le-a'^ses&inont weie sub^t.imialK lowoi liian the aveiage 
prices 111 lS8y*!»2, bm substantially lugluu than tlie 

puces assumed at the Settlement ul lS()7-<>8 

“From those statisti<>s it appeals,” siys the Settle¬ 
ment Olficei, ‘ that the (razette puces loi the 15 \eai- 
(1873-88) pioceding this Settlement as lompaied with 
the Gazette jirices hu the 14 j'l'ais (1853—ti7) pieced- 
ing last Settlement sliow an mm ease ul about (>5 per 
cent for Rabi and 40 per cent toi Khaiit mops, \\hile 
the harvest puces sliow an mmease ot 48 pen cent, toi 
Rabi and about 15 pei cent loi Khant crops The value 
of the Rabi standing to the Khant as 3 to 2 it follows 
that liarvest prices for the lattei peiiod ha\e iiseii 47 
per cent, as compared with the foimor ' * 


(1) P 61. 
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The Settlement Officer points out that prices in 
1873—88 were influenced by railway communication 
and the rise of the export trade “ Even if tlie latter 
influence/' he adds, “be now considered a permanent 
one, and it is probable that every year England will 
look more and more to India for the supply of food- 
grains—dearth owing to poor harvests will be rare in 
future owing to the greater area under cultivation and 
the increased security of outturn due to the canal. 

Amritsar District 

Mr J A Grant, Settlement Officer, in his Final 
Keport on the Revision of Settlement (1888-93) of the 
Amritsar Distiict, refers to the “ sustained rise of 
prices, rent and letting value of land’'* as one of the 
reasons for the enhancement of revenue He compared 
average prices during 16 years ending with 1889 (ex¬ 
cluding 1879) with average prices during 16 years end¬ 
ing with 1865 (excluding 1861), and estimated the rise 
of prices in 24 years, 1865—89, to be about GO per 
cent Objection was taken to Mr. Grant's comparing 
prices in 1850—65 with prices in 1874—89 in older to 
determine the extent of the rise of puces for purposes 
of assessment The view taken by the l^ieuteuant- 
Goveiiior in his leview ot tin* Assessment Repoit of 
the Ajnala Telisil, 18‘^<2 tAiniitsar District) was that 
the rise ot prices which < ould ho counted on toi assess¬ 
ment purposes was not much over 30 per cent Mr 
Grant pointed out in his Settlement Repoit ol Aniritsai 
District that the Lieutenant-Governor had coiisideied the 
rise ot prices up to the year 1877 only, and not duiing 
the whole period in wliioh the rates assumed at the last 
Settlement worked 

It IS not necessary for us to take pait in this con- 


(1) P 52 


(2) P 30 
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tioveisy. It IS sufficient for us to note that between 
1865 and 1877 the Lieutenant-dovernor was prepared to 
assume a 30 per cent iis(' of prices as compared with the 
prices assumed at the precedmo Settlement 
JheJum 

Mr R G Tliomson in liis Report on the Second Re¬ 
gular Settlement of the Jhelum District (1874—80) 
compaics the averag<‘ juices ruling in each Tehsil of the 
distiict fiom 1861—75 with the avm’ago jinees of the period 
1853—60, and thus commonis on the i(‘sult ‘Comparing 
therowilh (1853—fiO; the aveiage juifes iiiling m each 
Tehsil fiorn 1861—75, it will be seen how much the 
lucideiK 0 of the Regular Si^ttimneiit a^ it stood when 
first made, has been lightenml by the com so of prices 
during this jieiiod Puces, with meiel} temporaiy inter¬ 
ruptions, have moved up’v\ards while the Land Tax has 
stood still ^ Piieos in Jhelum aie ropiodiiced below 
In per rupee 



Wheat j 

Gram 

Bn) rn , 

Moth 

1851—60 1 

to 

U\ 

5s 1 

67 

1861—65 

14 

11 


44 

1866—70 

21 

22 

25 

27 

1871-75 

28 

25 

t) 

41 

1876* 

36 

50 

_ ''LJ 

15 


The figures clearly show the rise of prices after 1861. Even 
in 1876, a year of excejitional jfienten all puces excepting 
that of bajrttj were higher than the average prices in 

1853—60. 

The average prices in 1861 to 1876 are compared 
below with the average foi 1863—60 

(1) Pp 109-112 ~ 

* 1876 shown separately m'the Settlement Report 
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Seers per rupee 



1 

Wheat 

Ciiam 

j Ilnjra 

Moth 

PindDadankhan 

1 1853 60 

10 

It 

50 

51 


ISGl—75 

28 

27 

31 

32 

Jheluiii 

1863—60 

49 

16 

^ 56 

67 


1 1861—75 

29 

26 

29 

33 

Chik^al 

IS53- 00 

47 

56 

52 

57 


1861—75 

27 

33 

; 31 

31 

Talagaug 

' 1853—60 

50 

62 

' 61 

1 60 


1861 75 

31 

39 

36 , 

15 

Ludhiana — 

A very inten 

'sting note on the fluctuations 

of prices in the Ludhiana 

District 

tiom 

1810 to 1879 

written in 1880 

by Ml T 

Cordon 

Walke 

r, S(>ttl 

nmuit 


Officer, is appended to the Final Heport on the lioviMOii of 
Settlement ot the Ludhiana Distiict, 1878—Sd. 'Hie 
Settlement Officer accepts the following definition ot a 
rise in prices given by Mr Carpenter in a memoianduni 
on the subject of vaiialion of pi ices (Deccan Rents 
Enqiiiiy) “A piinianent rise, when it does occui, is 
not a cleaily defined and tangible event taking place with¬ 
in a period of two or thiee years It takes jilace through 
a series of fluctuations, the general level c»t tlie last fluc¬ 
tuation of the series being higher than that of the first 
The object of the Settlement Officei was to determine 
whether any rise of prices in this sense had taken place in 
his district in the penod 1840—79 

His detailed review of prices on the basis of price 
statistics for the four telisils of his district (figures for the 
Ludhiana Tehsil are given below) shows that during the 
ten years, I860—59 prices remained at a low level, falling 
steadily till the end of the period “ The period of five 
years 1860 to 1864,” he says, “ is one of transition, prices 
being on the rise Bad seasons raised the prices of rabi 
1860, Then followed failure of autumn rains and loss of 



m 

tho liai vests kharif 18f)0 and rabi ISdl, i^‘->ultiiig in a 
tainuie Puces fell theicaftei but, sa}s the Settlement 
Officer, “//jcy neier quite letunied to their old portion 
From IHUl there is no tendeiuj to return to the old leiel 
There are osLill ifions, hut theq ai e oi ei a hujher line than 
before If wr c\( hide lb* s( au ity ^(nii of I8bl), we find 
tliat 111 Ludhiana Intwieii LSI).") and 1877 tho price of 
\vbeut \auLd bctwe» ii d7 and 28 and avciaged 31 It is 
interesting to note tho sudden leeoveiy of prices after the 
scaicity of 18()l-()2 and themoie giadual letuin after 1868— 
66 whmi tho means of < ommunication weie more com- 
phde ’ ^ {Italii s mine) 

The tollowing t.ihle (‘vtiactcd fioin tho statement 
about ]uice',, guam by tlu' Settleimuit Officer, sho\\s the 
fluetuatious m [UK os in T(. hsil Ludhiana fioni 1850—54 
to 1875 —7‘J 

Fines in 7'ehsil lAidhiana 
Scons per i upee 




Win 

It 

Gi 

im 

Hu 

1, \ 

Mu. 

IC 

Juu 

ai 



> (i) 

L) ' 

(.0 

(b) 

L) 

fb) 

(0 

C'O 

(0 

(b) 

ISiO 

31 

02 

13 

(.1 

IG 

C9 

3(> 

bb 

b8 

95 

54 

1851 

3<J 

' (.1 

30 1 

81 

87 

8 3 

07 

73 

73 

91 

83 

ISbO 

()l 

1) 

13 

19 

42 

48 

18 

37 

38 

37 

42 

ISGi 

be 

27 

27 i 

31 

33 

{ 38 

37 

31 

32 

35 

34 

1870- 

■71 

‘ -20 

‘23 ! 

1‘2 

2S 

1 43 

35 

33 

32 
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21 

13 

32 
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37 
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(i) Puces piiJ to Tgru ultniists 
(b) lliisosts piiCGs of tiaders 

The Settlement Olhcei’s explanation of tho causes of 
tho rise of prices is given in tho footnote’^ 


(1) p cn 

Into tho causes of the general rise in the prices of agricultural produce 
tluoughout India wo cannot hero inquire Had tho district continued in a 
state of isolation, and tho means of communication thiough it remained as 
imperfect as they were at the time of the Regular Settlement, there would 
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He thus coinmojitb oti these Ijftuies —‘‘ Taking tlie 
average of the lifteeii years, ISoO—(H, wlucli (over the 
period of Settlement opeiatioiis, as rejiiescutuig tlie piu'os 
of last Settlement, and the average of the last tt'ii yeais 
as repiesejiting the prices now prevalent, it may be said 
that the quantity of each article which would then have 
fetched Hs 100 in silver, now fetches as follows —Wheat 


still have been a nse of piice> But the iinproveineiic iii conunmiif Uioiis is 
the piincipal cans, which has opoiatod to produce, oi, at all events, has 
accentuated the use in this distnet to the h vol of the 1 i'll fifteen > cars The 
opening of the Sindh, Punjab and Ibllu Radvvavs, which took place about 
twelve >eats ago, has, Vij extending the market toi the produce of the district 
once and for evei, vvi might sa\, brought up puces The area of the 
district i*. oiiO 1,378 sq miles, and it is tiivciscd b> about lo miles of 
railway and 12d miles ol met.illi d road The piinciplo that supply follows 
demand has been establishing itsdf in practice , and nothing short of a de¬ 
cided fall in the valuo of agiicultural pioduce all over India, ,ind, vve ma> 
add, Euiopc, will mike puces icccdc towards their old level The means of 
communication in the district are now so good that a demand in anv p.irt of 
India IS at once felt throughout it and answered Were prices to fall much 
now, it is pretty certain thvt a good deal of the vvheit of the district would 
find its way eventually into European markets, and the importance of 
wheat IS much greater than its mere acreage denotes, for it is the gram of 
export, and is cultivated on the best irrigated lands, which vield three 
times as much as unirngated ” (Para 13 of the Note on Prices appended 
to the Settlement Report, Ludhiana District, 1878—83) 
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Rs 195, Bajra Ra 188, Jowm Rs 186, gram Rs 189, 
barloy Rs, 184 That is to say, the principal food grains — 
wheat, JinjiUj Jouar, gram and barley, which together 
occupy thioc-fourths of the aiea under crops, hahe each 
increased in tnonei/ lalue num than HO per cent <<ince ki'it 
Sefflement aiui tli*' pine ol v, h< <it which is liy far the most 
iinpoit.iut, lla^ puufuallif d<Hihhil" (Italics Mi Wihoii sy ’ 

Wo ha\(^ H \i< wotl in some detail the move nent of 
loud piue-i m .jullumlur, (iu)iaiiwala, Amritsar, Jheluin. 
Ludhiana and Sh.ilipui \Iy ieteieiu t s to oiIkt di^trut" 
will be biietei No m w f.u t''< 10 * ic\< aled b\ a stud} of 
oth» 1 Setthmimit Ibjaats' k latirig to this pMiod Tin^ 
couisc of prices in the dillcKMit jiaits of the pioMini^ has 
been similai—low pini's Ixdoic J8(»l, and the giadualiisc 
of juices aftei that >eai It should be borne in mind that 
when a Settlement Oftner speaks of the use of prices m a 
gi\en peiiod as compaieil nith anothei |»eiio(.l, he is com¬ 
paring aveiage juices in the two jieiiods and not prices 
at the end of the period as comjiaicd with tlie j3iices 
at the beginning 

Fero^epoie —The Final Repoit on the Revision of 
Settlement (1881—89) of the Northein pait ot the Feioze- 
poie District refcis to about 45 pel cent use in the price 
of giain since 1853-51 in thctiact uiidei Settlement (,p 9) 

The Final Repoit on the Revision ot Settlement 
(188ft—91) of the Muktsai Paigana and Mamdot Jagii of 
the Feiozepoie Distiict letcis to about 40 per cent rise in 
the aveiage prices ol giaiii between 1872 and 1889 ',p 3) 

Ill his Report on the Regulai Seitloraent ot the 
MuzatFargarh District, 1873—80, the Settlement Officer, 
Mr. O’Brien, thus comment', on the movement ot puces in 
the ^luzalFargaih Distiict between 1851-55 and 1876-77 — 
“Duiing the 23 years prices weic lowest in the fiist live 

(1) Final Report of the Re\ision of Settlement of the Shahpur ihstuct 
1887—94 p 9 
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years, and rose generally during the next ten, falling 
again during the last eight years, but not so much as to 
reach the low puces of the first five years Since 1877 
prices have risen very much Wheat is selling in 18SI at 
Id seers per rupee ” (P 110) 

Montgomery —^Iii the Report on the Revised 

Settlement of the Montgomeiy District, published in 1878, 
Messrs C 11 Roe and W E Puisei, Settlement Officers, 
give statistics of puces in this distiict from 1838 to 1871 
Their conclusions as regards the use of prices are sum¬ 
med up thus — 

‘ The perioil of 15 years from 1842 to 1856 may 
be looked on as that the puces of which would have been 
regarded at last Settlement and the second pciiod from 
1836—71, as subsequent to last Settlement The per¬ 
centage of rise in the second peiiod, of average prices 
over those of the first ])eriod, is as regards-- 


Cotton 

37 per cent 

Chinn 

37 per cent 

Jouat 

28 per cent 

Wheat 

37 per cent, 

Rice 

22 per cent 

Gram 

15 per cent 

Kdynt 

39 per cent 




‘‘ The tendency of prices since has been towards a 
fall It IS not likely that any serious tall will talo‘ [)lai‘o 
while theie are facts which make a fuither rise seem 
possible ’ (P 155) 

Ml (later Sir) D C J Ibbetson, in his lli'port on 
the Revision of Settlement of the Panipat Telisil and 
Kariial Pargana of the Karnal District (1870 -80j thus 
comments on the movement of prices in the tiart under 
Settlement between 1850 and 1871 — 

“The fifth peiiod from 1850 to 1855, is marked by a 
sudden and extensive fall in all pi ices which continued to 
1858, and this must, I fancy, have been owing to 
the opening out of the Punjab, and to its surplus stuffs 
pouring into a market from which no railway existed to 
carry them away. The famine of 1869-60 only introduced 
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the cotton famine, which began in 1861 and continimd 
for five years, during which time it !>, estimated that 
£63,(X)(),()00 sterling of silver was poured into Bombay 
This enormous addition to the circulation of the coiinti> 
drove up puces with a rush, and hefoie etpiilihrium had 
been rcstoicd, the introduction of steam (arnage fiom 
Delhi threw open the markets df the world to India, and 
perpetuated the high le\el which had been reached The 
famine of 1869 cremated a tem]iorary distuibame, bnt t(^r 
till* last fne years the '■ea'*ons have been tan, the opening 
of the Punjab HaiKvay in 1870 has completed the con¬ 
nection between Lahore and Bombay, and jiiues have 
stood w'lth an e\tiaoidinary steadiness at wdiat ma\ bo 
consideied then normal lates Since then the drought ol 
1877—80 has raised prices considerably . but the use is 
probably only tempoiaiy " (P 283) 

RmLoIjJiudi District —The Final Report on the 
Revised Settlement of the Raw'alpindi District 1880—87, 
by F. A Robertson, Settlement Officer thus lefers to puces 
after 1S<»0 — 

‘‘It seems undeniable that prices are both higher and 
bettei established than they were before the \ear 1860, 
and agriculturists have now far greatei tacilities toi con¬ 
verting their produce into money than existed 30 years 
ago (P 143) 

Giirdaspore District —Theie was a Revised Settlement 
on the Giirdaspore District in 1887—92 by Mr. (latei Sir) 
L W Dane The diSerenco between the puces assumed 
in 1865 and those assumed by the Settlement Officei in 
1858, to quote his own words, was “ enormous ” (P 39 of 
the Settlement Report) 
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The evidence of Settlement Officeis legaiding the 
movemeni of food pnces in the Punjab after 18B1 is 
important Any one who had this evidence before him 
would come to the concluMon that the pi ices ot lood 
grams m the Punjab before 18bl woie comparatively low 
and that they began to ii^e after 18(11 



CHAPTER Vll 


TiiK Risk ok Piiit>hs aki’Iuii 18(>1 Srvrisric\L P^viokncf 

Prot I\Iyk's's oou^lusions le^arding the movements of 
Punjab foo<l-grain piUM's <lunng the wliole peiiod 
18()1—11)20 aie entuely based (m the shd[)e of Ills 
smoothed curve It is sfMui that between 18()5 and 1887 
tlie smootlied (*urve is nearly a stiaiglit line, hence the 
eonclusiou that, in this peiiod, the general le\t‘l ot the 
piKO ot tood-giaiiis 111 till* l’uu|<ib lemaiiied lemaikably 
stable Bi'tweeii 18-87 and 1-S')(» tlie (ui v»‘ IS seen to use, 
and bi'tween J8*)t) ami 11H)'> the eui\e again becomes a 
stiaight lim>, tiom whieh Piole-^soi M} les i om hides that 
the use in the' (/eneral le^el of looil ])i lei's set in about 
1887 and eoiitmued till 1<8‘.)<), attei which stability set in 
which continued until about iDOo 

A smoothed eni\e, it should be leinembcied, is 
obtained in an aitilicial mannei It is usetul loi showing 
tlie geiieial tiond ot a movement, but tor no other 
purpose It Is nevei moie impoitant than the original 
data, and in interpreting it care should be taken that the 
meaning ot the original data is not lost, Kell}' sa} s — 

“Since the average ot two mieipial numbeis is nevei 
as large as the laigei oi as small as the smallei ot the 
two, the smootliiiig process tends to flatten a cur\e out 
and lower modes If the data are paiticulaily iiregular, 
It IS frequently desiiable to do this to loveal a general 
trend, but it should be borne in mind that something ot 
significance is always lost in the process of smoothing 
Numerical calculations should nevei be made from 
smoothed data, as a spui’ious consistency in the findings 
may be introduced and significance of the original data 
129 
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may be bidden.’^ 

It deserves to be emphasized that smoothing may cause 
stability to appeal where, according to the original data, 
there is none 

For example, suppose the yearly tluctuatiotis ol prices 
between 18()1 and 1887 show that while during the whole 
peroid prices rose and fell, they never returned to the 
level of the average prices in 18()‘2—(>(5 In the process of 
smoothing this important tact may be ovt'rlooked and yet 
this one fact would be a concliisue pioof that after 1801 
puces had a maiked upward tendency Tin* stability of 
the smoothed curve in sueli a case wouhl be ‘ spurious ’ 
stability, winch conceals the significance ol tht> oiiginal 
data. 

Fmthci, smoothing icmoves short time fluctuations 

“ To study short time changes therefore," as King says, 
“ the original historigram and not the trend must be 
studied." * 

Suppose the daily mean tempeiature ofaceitain place 
has varied in a month as shown in column 2 of the 
following table — 


Table 


(*) StatitUcal Method by T L Kelly, p, 29 

(*) Elements of StaUftical Method by W, J, King, p. 171 Printed as In 
the onginal 
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Pcbru.ii y 


I^.ulv mean tempfritnn 
Fahrenheit in l>fgiees 


JfoMiig a\eragc, 7-day 
grouping 


1 

G1 


2 

66 


J 

' 63 


4 

1 

65 

5 


65 

I) 

1 63 

66 

7 

69 

68 

8 

63 

69 

9 

70 i 

1 70 

10 

80 

71 

11 , 

81 

72 

12 

71 

71 

13 * 

72 

76 

11 

6> 

77 

15 

76 

77 

16 

88 

78 

17 

66 

79 

18 1 

82 

82 

19 

77 

84 

20 

80 


21 

8') 


22 

90 



A moving d\t>rago ol 7 (la>^''liowthe general tren<l 
but it hs no guide to the ''ludy ol daily fluctuations of the 
mean temperature The\ have been eliminated by means 
of the moving aveiage, and no one is entitled to say that 
because the moving aveiage lose trom 7*2 to 77 between 
11th February and 14th Febiuaiy, the geneial level of 
mean temperatuie was rising tiom 11th Februaiy to 14th 
Febiuary d’he actual daily mean tempeiatuie, as is seen, 
fell from 81 degrees on 11th Febiuaiy to (i5 degrees on 
14th February 

We must take care not to confound the general trend 
with short time fluctuations But this is exactly what we 
do when inferences ate drawn about steadiness or unsteadi¬ 
ness of prices in particular years from the curve showing 
the general trend of prices Suppose our prices between 
1861 and 1884 rose and fell periodically in a cycle of ten 
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years as shown iii columii 2 of the table given below 


idox Number of 

IVr 

i-\earlv moving 

pneet. 

' ave 

lagp (centred) * 


1861 1 

76 


1862 

75 


1863 

75 


1861 

75 


1865 

150 


1866 I 

250 

108 

1867 1 

110 

1 lOS 

1868 1 

100 

108 

1860 

80 

108 

1870 

f.0 

106 

1871 

75 

97 

1872 

75 

88 

1873 

75 

8b 

1871 

75 

86 

1875 

100 

86 

1876 

120 

86 

1877 

105 

86 

1878 

95 

86 

1879 i 

80 

86 

1880 i 

60 


1881 ' 

75 


1882 

75 


1883 

75 


1881 

76 



The ten-yearly average shows stability between 1866 
and 1869, a fall commencing in 1870 and stability again 
between 1873 and 1879 The average shows this, but any 
one who, guided by the average, said that the general 
level ol prices fell in 1870, or was stable fiom 1873 to 
1880, would bo wiong Our original data show that no¬ 
thing IS farther from the truth Between 1871 and 1874 
prices were absolutely stable, and between 1874 and 1880 
prices moved irregulaily 

That it is wrong to infer from a smoothed curve that 
prices commenced to rise or fall in particular years may 
also be shown in anothei way 

(^) Centred bj" means of a two yearly moving average. 
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When cychoal fliictaati(3iis take place about a uni¬ 
form level, or about a line ascending with a uniform blope, 
the length of the cycle and the magnitude of the fluctua¬ 
tions being constant, a moving average having a jx-riod 
equal to the peiiod ot the cycle will give a ‘•tiaight line 
The same result will be obtained when the moving average 
has a period which is a multiple of the peiiod ot the cycle. 
A twenty- 3 ’-early moving average will show the same trend 
as the tou-yeaily moving average, when the period of the 
eyclo IS ten yeais This is shown by the table given 
below — 


dual d it i 


Tin \earh uiomiir a\ei<iRf' 
(centrod) * 


T\\outv-\(’irl\ moving 
a\erigo (centred) * 


20 

22 

26 

30 

36 

40 

32 

28 

24 

18 

20 

22 

26 


28 

24 


27 6 
27 G 


27 6 
27 6 
27 6 
27 6 
27‘6 
27 6 
27 6 
27 6 
27 6 
27 6 
27 6 
27 6 
27-6 
27 6 
27 h 
27 b 


27 6 
27 6 
27 6 
27 b 
27 6 
27-6 
27 6 
27-6 
27 6 
27-6 


Centred by means of a two-jearly moving average. 
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If t}\f> of tho thu'ttuifloii h not roimtaiit, 

VW \vn\\:\\\ ol iKi' ivnmininf^ tin* sani.' (10 \<'ats), a 

twent.v-\oAi\\ mo\u\" avoo\y;o, wliiU' 'ihiiwiuj; the samo 
^oueral tieml as the ton-joail^ moviu}]; avoiaf^o, will |:;ive 
us a smoother cuive. Buf the point to which I lU'ih to 
draw attention is that the tao lurie'i mil not rise or fall 
pietisehj in the f<ame years 

In Table V I have given in column ‘2 Prof Myles’s 
index numbers of piiees showing annual fluctuations, and 
in Column 3 his ten-yeaily average Column 4 shows the 
20-yearly moving a\eiage (eentied) 

The tventy-y('aily (Ui\e would lie smoother than 
the ten-yearh niue. Fuitlici, it will be seen that the 
twenty-yearly average loso steadily tiom 1880 to 1888, fell 
one point in 1880, and then rose continuously till the end 
The ten-yeaily average, on the other hand, alter rising in 
1882 returned to the levid of 1870 in 188b , rose fiom 
1887 to 189(5 and remained stable fioin 180(5 to 1005 

AVliich of these tw^o averages shall w’’o tiiist as a guide 
to fluctuations in the geneial pine level between particu¬ 
lar years 

The answer is ‘ Neither ’ Ry smoothing the curve 
we have eliminated yearly fluctuations The general 
trend alone remains individual years have disappeared 
from oiu view 

The moving aveiagc' may rise oi fall in a particular 
yeai not because of the rise or fall of prices in that year, 
but because of the influence of prices in the five or ten 
preceding or following years 

It thus appears that when wo wish to determine the 
precise point of time when prices began to rise or fall, we 
must consult the original data, and not the general trend 
of prices as shown by the smoothed curve. 

Price Statistics. 

The prices of food grains (retail) from 1861 to 1920 
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have been taken from the well known otficial j)ublication 
Pnces and in India ^I'he ii3i<l ishue published in 

190() gives the aveiag<‘ anniKil puces at the five food 
graiiiH, wheat, bailey joaar, ha/riidinl gram, for the whole 
piovince liom JHdl to I'tO'i in sems pei rupee. The 
figures foi IlHJdto 1920 hci\< been taken twm the 3dth 
issue, but it was iiecessaiy lo (unveit puces given in 
rupees per maund into sceis |h i lupee I have preferred 
to give all prices in seers pei rupee as retail prices of food 
grams aie commonly e\piesM‘d thus ni ihe Punjab and 
othei [larts ol India 

The puces of wheat, h.iiley, jiniai and maize, fiom 
1811 to 18()0, ha\(‘ hi‘( 11 taken lioni tw’o diagiams show'- 
ing the fluctuatioiis in the puces of the chief articles of 
agricultural piodiiu* tiom 1811 to ISod, and fiom 1857 to 
1874, given in tin' Pun|.d) Administiatioii Keport for 
1871-75 'riie diagiam show mg the tluetiiations m prices 
fiom 1811 to 185l» has been icpeated fiom the Punjab 
Admmistiation Rc'poit lui l872-7d It is stated "The 
pnces shown m this diagiam aii' calcuIatiMl on the aver¬ 
ages of lb distuets onl>, inloimation legaidmg the re- 
mamdei not being available tor the yeais m ([uestioii ” 
The prices shown m the second diagiani lepresent aveiage 
prices foi the whole piovmce The diagiams aie cleaily 
drawn, and no dillicnlty was expeiienccd m mteipieting 
them 

I should have jireforied to get actual figures of pnces, 
instead ol having to lead them fiom cunes But these 
figures weie not. available. I have, hownn'ei, no reasons 
whatever to doubt the ticcuiaey of the diagiams, and the 
information which they give, is of value m Jtouing the 
general fluctuation^' in prices before 1801. 

It IS not stated on either chart wdiefher the prices 
shown are wholesale or retail But thej^ are not letail 
prices. When we compare the price of wheat from 1861 





to 1874, as shown by the second diagram, with the retail 
price of wheat as given m the Prices and Wages Report, 
23rd issue, we find that m all cases, except two, the prices 
as given in the Prices and Wages were higher 


Price of Wheat in seers per rupee 



Afa shown in chart II 
given in the Punjab 

As given in tho 

Excess of tho figures 
in Luluiiin '2 uvoi- 


Administration 

'' Pntenand H nj/es ’ 



Report for 

1874 75 

2Srd I'inie {retail) 

Column 3 

1861 

17 75 

17*16 

2 per cent. 

1862 

27 50 

26 98 

‘3 M 

1863 

3150 

29*95 

5 ,, ,, 

1864 

27*50 

27 10 

,, 

1865 1 

23 00 

21 7) 

G per cent 

1866 ' 

23 50 

22 81 

3 

1867 

22 50 

2107 

7 ,, ,, 

1868 

18*50 

16*24 

11 ,, ,, 

1869 1 

14*25 

11 99 

16 ,, ,, 

1870 

16 00 

15 84 

1 

1871 

21 50 

2108 

‘2 ,, 

1872 

20*00 

20 40 


1873 

21‘50 

22 18 


1874 

24*00 

22 95 

4 per cent. 


It will be seen that except in Uvo eases, 1808 and 
1869, (both famine years) the quantity of wheat obtainable 
per lupce, according to the diagiaiu given in the Pun)ab 
Administration Report lor 1874-75 was ne\er more than 
7 per cent greater than the price (in seeis pei lupee as 
given in the Prices and Wages Report In older to inako 
the price of wheat beloie 1801 comparable with the piiee 
since that year, I have reduced the figures loi 1841—00 
by 10 per cent in each case The prices thus obtained 
I have called “ adjusted prices ” 

The actual retail price of wheat before 1801 may 
have been higher or lower than my adjusted prices, we 
have no means of determining this, and I am not basing 
any argument regarding the extent of the rise of prices 
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after ISOi on my “ adjusted pnoos/’ But there is no 
objection to the use of these ptice-^ for showing the general 
trend of prices before 18f)l 

To doteimino the extent ot tlio rise of prices between 
1861 and 1020 I have used the average of prices in 1861— 
65 as the base This is a fairly iioimal or typical period, 
excepting for the fact that the year 1861 was affected by 
famine I did not wish to search loi a basic period after 
1870, when juices had already begun to rise. The dc- 
ccnnium 1861—70 was rejected bi’caiise it includes 4 years 
in which puces A\cie abnoimally high on account of famine 
(1861, 1868, 1860 and 1870; 

It may bo stated that the geneial tiend of a price’s 
curve would lemain the same, whatovei j^eriod of years was 
chosen as the bas(‘ Jhit the e\tcnt ot the use of prices, 
when different years are taken as basic periods is different 
The a\eiagc puces in 1861—t!’) aie a better base than 
average puces in the decennium 1873—82 for an 
eiKjuiiy whose object is to determine the extent of the 
rise ot puces since 18t)l, for merage puces in 1873—82 
trere alreadg 26 per cent liighet than in the qiunqiienniuni 
1861—65 ' 

Whether we compare the adjusted jiricc of wheat in 
1851—60 (Table I) with the juice of wheat alter 1861, or 
considei the puces given in the Settlement Repoits re¬ 
viewed above, it is iiiKpiestionable that puces in 1851—60 
weie much lowei than the puces altei 1861 Wo may 
disagieo about the extent of the rise of puces attei 1861 

(1) The a\crago puces were 



\\ heat 

Birloc 

Jotrnr 

Jinjra 

Gram 

1861—65 

24 72 

W 23 

32 93 

29 81 

31 87 

1873-82 

2015 

30*17 

25 91 

23 34 

25 77 

The rise of pric es in 
1873—82 as compared 
with 1861—65. 

122 7 

130*0 

‘ 1271 

127 7 

123*7 


Or au average rise of 26 2 per cent for the five food graing 






138 


as compared with the decade ending in 1860, but the 
fact that prices before 1861 were lower cannot be denied. 

Professor Myles’s main contention is that between 
1861 and 1887 prices remained remarkably stable. How 
far IS this true? 

The table given below shows the lowest level touched 
by the average of the five grams in particular years or 
periods of years in each decade between 1861 and 1920 — 

1861—65 = 100 


i 

Decade ( 

1 

_! 

Year of 
low Ofct 
prices 

Index 

Number 

Tricnnmm 
of lowest 
prices 

1 

, Index 
' Number 

j 

Quinqucn 
mum of 
lowest prices 

Index 

Number 

1861—70 

1863 

79 

1862-64 

: 88 

1862-66 

97 

1871—80 1 

1876 

96 

1875—77 

1 102 1 

1873-77 

106 

1881—90 

1835 

99 

1883-85 

; 102 1 

1882-86 

109 

1891—1900 

1891 j 

105 

1893-95 

! 127 1 

1801—95 

147 

1901-10 i 

1901 1 

130 

1003-05 

148 1 

1901—05 

154 

1911—20 1 

1911 

182 

1911 -13 

213 1 

1 

1911—15 

238 


It will be seen that prices were lowest in the decade 
1861—70 They rose and fell in subsequent years, but 
they never returned to the lowest level touched m the 
decade 1861—70 

The annual average and the quinquennial average are 
seen to rise continuously, that is, in years of plenty m 
each successive decade they weie higher than in the pre¬ 
ceding decade The triennial average for 1883—85 was 
the same (102) as for 1875—77, but the level was 14 points 
higher than the lowest level touched m 1862—64 (88) 

We may next consider the fluctuations m the price of 
wheat, the gram of export. Wheat shows even better 
than the general average of the five grams the influence 
of the causes which began to raise prices after 1861. The 
following table shows the year or periods of years m 





which the price of wheat was lowest in each decade 
between 1861 and 1920 — 


Decade 

Yoir of lowest 

pi ICC 

Price 111 scers 
per rupee 

Index N( 
1SG1G5: 
lOO 

18G1—70 

1803 

99 95 

83 

1871-80 

187G 

25 75 

95 

1881-90 

1885 

21 91 

99 

1891--1900 

1894 

94 21 

109 

1901—10 

1901 

17 75 

139 

1911-90 

1911 

13 87 

178 

18G1-70 

’ Trienuium of 
lowest puce 

1 1809-G1 

t 98 11 

SS 

1871-80 

1 1875 -77 

' 91 70 

100 

1881- 90 

' 1884 85 

2183 

101 

1891-1900 

, 1893 -95 

19 91 

124 

1901 -10 

1909 - 04 

10 71 

118 

1911-90 

1 1911-13 

1 12*18 

' 198 



Quinquennium 

of , 

lowest price | 



18G1~70 

18G2-G0 ' 

95 80 

9C 

1871—80 

1873—77 

93*84 1 

104 

1881 90 

1882—86 

92 47 

! no 

1891—1900 

1891-95 

17 G4 

1 140 

1901-10 

190-405 

1G*08 

1 154 

1911-20 

1911—15 

11 34 

918 


It will be seen that the lowest price, whethei annual, 
triennial or quinquennial, in each sueces'5i\e decade was 
higher than in the preceding decade. 

These figures do not show' that the price of food grains 
in the Punjab remained remarkably stable between 1861 
and 1887 and comparatively stable between 1896 and 1906. 
The rise in prices is seen to be continuous, but the rate of 
increase is not the same in different periods. 
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It cannot be denied tliat a considerable rise of prices 
took place in the decade 1871—80 as compared with the 
decade 1861—70 Tlie annual average index number of 
wheat stood at 95 in 1876 as compared witli 83 in 1863 
(the geneial average loso liom 79 in 1863 to 9(5 in 1876) 
Between 1876 and the next yeai ot plenty, 1885, the rise 
of prices was less rapid, 4 points m the cast' of wheat and 
3 points m the case ot the general aveiage The explana¬ 
tion of this IS simple The impiovement ot communica¬ 
tions which enabled food giains to he expoited fiom the 
Punjab even before 1870 led to a cousideiable rise of prices 
between 1863 and 1876 But puces tended to bei’ome 
steadier when this intlucnce became of a moie peimaneiit 
nature—hence the less lapid use ot pjiees bi'livecn 1876 
and 1885 But it should not be loigotteii that between 
1861 and 1887 puces weio mwer nmiarkably stable 
They were rising thioughout this period, moie lapidly 
at first and less rapidly later on. 

This IS what our oiiginal data show, and when we 
wish to determine when prices began to use or to tall, 
the original data alone must be consulted The general 
trend is of no value tor this pin pose 

The twenty-yearly aveiage (ot the live food giains) 
rose steadily trom 131 m 1871 to 139 iii 1878 and then 
fell to 137 111 1879 (Table III) But it would bo absurd 
to say that the general level of prices fell in 1879 because 
the twenty-yearly average was 2 points lower in 1879 
than in the preceding year. We must not forget that 
the twenty-yearly average set down against the year 1879 
is the average price m the twenty yeais of which the 
year 1879 is only the middle point While it is a link in 
the chain that shows the general trend of prices, it does 
not tell us anything about prices in 1879. As a matter 
of fact we know that prices in 1879 were abnormally 
high on account of famine, the index number of the 
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average of tho five grams liaviiig iisen in that year to 
206 

Similarly the teii-yeaily aveiago fell Irom 136 in 
1876 to 131 ill 1870, while tin' animal aveiage rose from 
96 to 206. It will he again ahsnid to "ay that the general 
level of prices wa^^ tailing tioiii 1"376 to 187'» when actual 
prices, as is seen, were rising innlei the inflnence ot a 
very severe famine 

The failuie of puces in eai h siircos^ivo decach* to 
return to the lowc'st h vid tom lied in the preceding 
decade shows “a maikisl njtw.iul tendeiiej” in the ])iice ot 
food grains attei 18()1 

The most important cMvise ol the lailnre ot jnnes to 
leturn to tin* old k\cl alter 1871 w.is the <le\elopment ot 
commniueations Pinc's tended to hei oriie moie indepen¬ 
dent of local condition", a^ tin* Pniijah lacame moio and 
more closely connec ted hy means ot the lailway with 
other Piovineos and the polt^ 

Prof Myles refers un toi a shoit siiinmary of the pro¬ 
gress of railway construct ion in the Punjab to Mi 
Calveit’s ‘‘Wealth and Weltaie in the Punjab ’ Mr 
Calvert’s account is a summaiy ot a note on laihvays in 
the Punjab Adininistiatioii Roport toi 191L-12, with one 
addition Mr. Calvmt sa\" —“ Thiongh eommumcation 
\vith Calcutta and Bombay was established in 1883 ' (p 63). 
This IS incorrect. 

As early as 18l>6 passeugeis and goods could be booked 
through between Amiitsar and Kaiachi* Thiongh com¬ 
munication between the Punjab and Calcutta and the 
Punjab and Bombay was estahlisliod in 1870,' 

*“By arrangements conclndotl botv^con tbe Ti illic Minagors of the Sind 
and Punjab Railways, and the supeiintcndent of the Indus Flotilla, 
passengers and goods can now bo booked thiongh between Anirit:.ar and 
Karachi” (Punjab AdintnistcUion Rcpoit for 1SG4-65, p 85). 

t“A section of Railway betw'oen Jalandhar and Phillor, 24 miles m 
length, was opened on the first day of the \ear. On the same date arrange- 
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Any one who knew that would be surprised if he did 
not find an upward tendency in the price of food grains 
in the Punjab after 1865 

The influence of the export trade in keeping up prices 
IS referred to in several Administration Repoits of this 
period The earliest reference is in the Administration 
Report for 1865-66, whore the “ steady increase ” in tlio 
price of wheat is ascribed to increased demand and “ the 
opening out of new markets” ^ 

The Punjab Administration Report toi 187 L-72 thus 
comments on the connection between puces in the Punjab 
and other provinces 

“There can bo no doubt that the prosperous gram 
harvest of 1871-72 in the Noith-Westein Piovmces made 
prices easier in the Punjab, when theic is a demand for 
gram in other provinces, the Punjab prices always use, 
even though the supply be abundant” (p 15‘2) 

The spring ciop ot 1873-74 was “amost abundant one,” 
but according to the Punjab Administration Report tor 
1873-74, “the effect of this on prices was to a considerable 
extent counterbalanced by the extraordinary export of 
food grams to the Bengal tamino districts ” Between 

raents wore introduced by which goods might bo booked botwooii all tho 
principal stations from Calcutta to Kartchi ovei tho only rernauiing break 
in the line which then existed, m , between Phillor and Ludhiau i Thoio 
through booking arrangements woto, on tho whole, successful, and gioitly 
facilitated the tiafific between tho Punjab and the soibimd so long is this 
interruption m tho througli cominunic ition remained 

“The last section of the lino between Phillor and Ludhiana, including 
SatJej Bridge, wn thrown open to public traffic on the Ifilh of October, tho 
opening ceremony being presided oser by His Highiie^'. the Alihiiijih of 
Patiala The opening of this section pricticilly completed tJic construction 
of the Eailwaj, and throw fiihore and Cilcutti into direct riilway cuiiimuni- 
cation” (/htiyti/y Adimin^lfalion Report /oi ISID H, p. so), 

“The through booking arrangements introduced on the first day ot the 
year 1870 were still further extended, and passengers and goods can now be 
booked from stations on the Punjab and Delhi Railway to Madras, Bombay, 
Baroda and Ahmedabad” iPtinjab Administration Report for lS71-7/i^p, 134), 
’ Punjab Adm Repot t, 1865-66, pp 91-2. 




143 


15th November 1873 and the end of March 
1874, 3,29(5,783 maunds of food grains were sent from the 
Punjab to Bengal — 


ft r.im 

Maunds 

646,7‘25 

Birloy 

647,375 

Wheat 

591,788 

Ilico 

175,649 

Indian com 

213,157 

Millets 

707,211 

I’uBos .ind other food gi.vins 

311,578 


Tins ‘ gicat dram on the icsouices of the Province” 
prevuntod puces on the 1st of June, 1874, fiorn falling 
belowthe level of pi ices at the same period ot the preceding 
year (pp. 57-58) 

The Punjab Administration Report for 1875-7(5 finds 
it “more dilficult to give reasons for (price) fluctuations, 
owing to the wider scope of enquny necessary to deter¬ 
mine them,” puces having become more and more 
iiidopoiidoiit of local ciicumstanccs on account of develop¬ 
ment of communications (p 70) 

The Punjab Administration Report for 1876-77 lefers 
to the “great demand for expoit to the famine districts of 
Bombay and to Europe” in the case of wheat in 1876-77 
That the piice still fell was duo to a plentiful supply m 
the piovmcc “Wheat,” the Report adds, “is grown chiefly 
foi sale and export, the agiicultuiist ordinalily subsisting 
on the cheaper grams ” (p 82) 

Finally the Punjab Administration Report for 1886-87 
thus comments on the export of wheat and its effect on 
the price of wheat It is believed also that much of the 
surplus stocks of wheat have been taken out ot the country 
for export during the last few years The absence of 
such stores would, m a period of scarcity, contribute to 
the general rise in the prices of food grains” (p SI) 

AVhat has been the course of prices after 1887 
In 1887 and 1888, as well as m 1891 and 1892, 
prices were high on account of scarcity. In 1894 the 
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ndex number showing the average annual price of the 
five food grains (1861-00=100) fell to 105 (the lowest 
level touched in the decade 1881—90 was 99 in 1885), 
But it commenced to use imniediatoly 

The average of the five giains rose to ‘280 in 1897, 
and after falling to 17‘2 in 1899 it rose to 251 in 1900 
Even if wo Ignore the ii^e in pi ices duo to famine, wo 
cannot get over the fact that in 1904 the index number 
stood at 130, which was 25 points higlicr than the level 
touched in 1894 It is thus seen that puces between 1896 
and 1904 did not cease to use 

The geneial index number lose from 130 in 1905 to 
227 in l'il3 While the puces of food giains m the Pimiab 
show an upwaid tendency thioiighout the period 1861— 
1905, the pace was never so lapid as after 1905 Under 
the influence of scaicity the index number rose to ‘287, 
in 1908, but even when noimal conditions returned, it 
never fell below 182 The jieriod of famine prices with¬ 
out famine began in 1905 and continued till the end of 
the period undei encpiiry. 

Causes of the Rise of Prices 
Reference has been made above to the influence of 
the development of communications on the pi ice of food 
grains in the Punjab between 1861 and 1887 Another 
cause of the rise of [U’lces was increase in the ciidilation 
of money In the Report on the Revised Settlement of 
the Shahpur District, dated 1866, “the large influx of 
silver from Europe now going on ” is mentioned as one 
of the causes of the use of prices (p 89) Similarly the 
Settlement Officei of Karnal (1872 — 80) draws 
attention to the effect upon prices of the heavy imports 
of silver into India during the Lancashire cotton famine ^ 
This was a cause operating throughout India. But after 

^Settlement Report, Karnal Paiganah and Panipat Tehsil, Q872-S0') 
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the Mutmy money was more plentiful in the Punjab for 
special reasons Before the Mutiny the Indian portion of 
the army employed in the Punjab was largely Hindustanee 
A considerable share of the Punjab revenues was paid to 
them as their wages, of which they spent a part in the 
Punjab, and remitted the remainder to their homes Many 
lakhs of rupee wore thus annually drained (rom the 
Punjab After the Mutiny the soldiers from Oudh were 
replaced by Punjabees , many thousands of Punjabee 
soldiers weie also serving abroad ‘‘ These men,” says the 
Punjab AdmitUHtration Report for 1<Sj()- 57 and 1857-58, 
“ not only lemit their savings, but also have sent (piantities 
of jirize jnopeity and pliindei, the spoils of llindiistan, 
to their native villages” (p 23). 

The increase in the cost of culti\alion must have also 
played some part in raising the pi ice of agricultural pro¬ 
duce Some Settlement Repoits give the prices of plough 
cattle and agiicultural implements, which shows that costs 
of cultivation were mu<di lower before IShO than m the 
period Miiiscijiient to that date. The jirice of a plough- 
bullock in Kot Khai (vSiinla District) was Rs 5 in 1849 
and Rs 10 in 1883 The pi ice of a bullock in Jhelum, 
Pind Dadan Khan, (Jhakwal and Tallagang at different 
dates is shown in the following table — 



At the end of Sikh lulc 

1858 

1877 


Rb 

Ks. 

Rs 

Jhelum 

25 

40 

55 

P D Khan 

16 to 30 

30 to 40 

20 to 90 

Chakwal 

11 

16 

46 

Thallagang 

16 j 

22 

26 


The Settlement Officer, Karnal District, attached 
considerable importance to the rise in the cost of cgltiva- 
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tion as an explanation of the use in prices in his district^ 
In the Eepoit on the Second Eegiilar Settlement of the 
Giijrat Distiict (published in 1874) prices of agricultural 
implements dining the Settlement are compared with prices 
in Sikh times, and it is found that the total had inci eased 
fioin Rs 72-iO-O to Rs 97-8-6» 

Captain Dunlop-Smith, Settlement Officer, Sialkot Dis¬ 
trict, ( 1888 - 9 .")j, thus rotors to tho use in the cost ot culti¬ 
vation 111 the Sialkot District — 

“ Again while prices have admittedly iisen, there has 
been steadily going on an advance m the cost of cultiva¬ 
tion and the cost ot living This has been nowhere more 
maiked than in the case ot faiin cattle ’'® 

It has been aigued by some economists that in¬ 
crease in tho cost of cultivation is tho lesult, and not the 
cause ot the rise in the price of agiicultual produce in 
India The light view, however, seems to be that rise 
111 the cost of cultivation is a cause as well as an effect, 
and that the use in price and increase in tho cost of 
production mutually influence each othei Tho extension 
ot cultivation after 1860 led to an inn case in the domand 
for labour, plough cattle and agricultural implomcnts, and 

’‘‘The piicc of cattle has probably doubled since 1840, at any rate 
that of the moio\aluible cattle which aic needed foi working the deep well 
and still soil of the Bangar and Nardak, and which arc for the most part not 
bred at home. And if tho people are to be behoved, the cost of all implomonti 
of agriculture has innoascd in almost like propoition Tho demand foi fuel 
and the extension of cultivation ha\e rendered the materials dearer , tho en¬ 
hanced cost of living has raised the puce of labour and the tendency which 
has so strongly marked our rule of late years to substitute contract for 
status and competition for custom has, in some not inconsiderable measure, 
relaxed the customary obligations which bind the village laboureis and 
artificers to tho communities among whom they dwell” He also pointed 
out that the extension of cultivation had led to tho substitution of stall 
feeding lor grazing and that the price of water had increased since 1842 
by 150 per cent (^Se,UUment Report, IbYS — SO, p 2S4) 

*P 85 

* P 36 Settlement Report, (1888-95), 
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their pi ices rose. The price of agiicultural produce also 
rose, the rise being partly due to the increased cost of 
cultivation 

We have seen tliat with the devclojimont of com¬ 
munications tlio influence of lo( al circumstances in deter¬ 
mining a rise or fall of prices began to decrease As soon 
as wheat began to be exported from the Punjab to other 
parts of India and to foreign countries, the price ol wheat 
and other food grains in the Punjab liegan to fim tuate 
in sympatliy with jiuce fluctuations in India and othei 
count lies 

Th(“ uitluence of incieased exjiorts lu laising the price 
of wheat iii India may be shown by a tew t'xamnic^ 

Indian wlicat before tlie war did not mutli compete 
with wheat giown in Russia, Uniti'd States, Aigeutiiia and 
othei wlieat glowing couiitiles , it was ie(juii‘'“d in foieign 
countries only to supplement deficKMU le^ ‘‘Apait, theie- 
toro, tiom geiieial conditions alVecting the supply,’ says 
the Repoit on the Iinpiuy into tlie Ris<^ ot Pact"', “exjioits 
are subject to violent fluctuations aiising out of variations 
111 the sLijiply ot other couiitiies In one yeai the demand 
will be veiy huge and even it tlie Indian harvest is abun¬ 
dant, prices will i iso . in the following yeai, the foreign 
demaml may bo hugely lodueed owing to abundant 
supplies liom Russia, the United States and other expoit- 
ing countries, and e\en it the lianest in India be deficient, 
prices miglit fall The European demand, thereloie, exei- 
cises a very impoitant influence on the price ot Indian 
wheat For example in 1891 the wheat liaivest in 
India was exceptionally good, but to meet a stiong demand 
from Europe more than 18 per cent ot its total pioduee 
was exported, and prices m India rose In 1892, in spite 
of a poor haivost puces did not use, owing to a decline 
in the European demand In 1896 the Indian ciops were 

* P 114 * 
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below the normal, but out of the restricted supply a large 
quantity was exported to foreign countries, and prices rose 
In 1901 prices weie high on account of famine, but in the 
following year pnoes fell owing to a decline in the 
Eaiopean demand From 1904 to 1907 the production of 
Indian wheat was above the noimal but still prices rose 
steadily in sympathy with the rise in foreign prices Of the 
rise in prices in 1910 and the following two or three years 
the sami' explanation is to be given “The price of wheat 
in India has, with some occasional falls, been rising in 
recent yeais, not with'^tanding the increase in the siippl}’- 
available tor internal f onsumption. This is explained by 
the rise in world maikets ’'2 

We do not, however, find a complete explanation of 
the great use 111 the price of wheat in India since 1906 
in the growth of the export trade A new factor came 
into play in 1905, which oveisliadows other factors such as 
the growth ot population or increased exports This is 
currency inflation As the result of inflation tlie general 
price level in India before the War rose more rapidly 
than prices in other countries, a subject which will next 
claim oui attention 


’ PuLfi Htjjort j) lit; 
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TABLE I 


Price of Food Grains in the Punjab in seers per mpee. 


Year 

Wheat 

Marltv 

/, HH. 

liujiu 

Gram 

1841 

23 40 





1842 

29 70 





1848 

28'30 





1814 

27 00 





1845 

24 75 





184G 

22 05 





1847 

21 (>0 





1848 

27 <90 





181<J 

23 18 





1850 

20 10 





1851 

38 25 





1852 

30 00 





185) 

31 00 





1854 

28 13 





1850 

30 10 





1855 

29 25 





1857 

34 65 





1858 

30 10 





1850 

30 45 ' 





1800 

20 10 





1801 

17 10 

21 80 

, 22 12 

22*87 

19 65 

1802 

20 98 i 

45 2 3 

1 3()43 

32*39 

33 70 

1863 

29 95 i 

1 48 s7 

1 13 71 

38*26 

41*12 

1804 

27 49 

. 42 M 

33 30 

29 20 

34 77 

1805 

21 73 

1 34 72 

i 29 09 

26 33 

30 09 

1806 

22 83 

30 67 

1 2<) 31 

21 91 

30 05 

1807 

21 07 

2‘) 22 

1 2() OS 

23 50 

23 83 

1868 

10 21 

23 59 

. 17 81 

16*52 

18 80 

1809 

11 99 

18 00 

15 06 

13*32 

10 99 

1870 

15 84 

23*47 

23 78 

19 48 

16 58 

1871 

2108 

31 91 

29 26 

22*79 

22 37 

1872 

20 40 

29 78 

2 3 07 

22 60 

21 20 

1873 

22 18 

33 46 

30 36 

<28 10 

27 64 

1874 

22 95 

33 58 

27 GO 

24*89 

32*14 

1876 

24 79 

36 45 

30 66 

29*10 

32 02 

1876 

25'97 

38 42 

33 24 

3104 

36 67 

1877 

23 33 

36 63 

31 22 

28 50 

31*79 

1878 

16 07 

24*01 

16 66 

15 32 

16 22 

1879 

12 92 

18 06 

15 72 

15 27 

14 99 

1880 

14 59 1 

2170 

21 23 

17 93 

18 13 


ConUnutd 
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TABLE I— {continued) 


Prices of Food Grains in the Punjab in seers per rupee. 


Year 

Wheat 

Barley 

Jowa) 

j 

i 

Gram 

1881 1 

17 33 

26 30 

1 22 21 

' 18 94 


21 12 

1882 1 

21 37 

34 06 

30 15 

1 24 28 


20 99 

1883 ' 

22 22 

35 98 

1 34 84 

' 2<) 92 


30 76 

1884 I 

24 37 

36 22 

1 33 08 

28 69 


32 22 

1885 

24 91 

38 49 

1 34 01 

30 38 


32 39 

188G 

19 48 

32 40 

1 25 32 

1 21 98 


28 85 

1887 ‘ 

14 G9 

21 32 

1 17 48 

, 15 89 


21 02 

1888 1 

15 62 

21 5 3 

19 15 

1 16 57 


20-52 

1889 

19 G2 

30 36 

25 64 

1 20 20 


25 56 

1890 i 

18 18 

27 5G 

24 21 

21 43 


22 18 

1891 

14 91 

22 49 

17 75 

16 32 


19 80 

1892 

13 57 

20 G9 

19 51 

15’92 


20 2 4 

1893 

IG 42 

2G 3G 

24 41 

19 81 


25 71 

1894 ' 

24 21 

39 02 

31 40 

' 23 G3 

1 

31 51 

1895 1 

19 10 

28 08 

24 10 

i 20 50 

, 

25 17 

189G 

12 63 

16 53 

14 78 

1 12 08 


15 61 

1897 1 

10 42 

13 52 

11 70 

10 39 


10 48 

1898 1 

IG 39 

25 4G 

22 01 

19 02 


19 11 

1899 ' 

15 70 

22 IG 

19 75 

17 09 


17 55 

1900 

11 98 ! 

15 OG 

12 42 

11 91 


11 50 

1901 

15 20 

23 7G 

21 83 

20 07 


IS 25 

1902 

15 9G ' 

22 30 

21 G2 

17 81 


19 03 

1903 , 

IG 42 , 

22 8G 

21 88 

19 82 


21 06 

1904 ‘ 

17 75 

27 12 

28 93 

' 2 1 26 

1 

26 18 

1905 ^ 

15 07 

23 74 

21 02 

1 18 54 


20 63 

190G 

14 G2 ' 

20 33 

15 96 

11 01 


16 96 

1907 . 

13 78 ' 

20 36 

18 07 i 

1 17 11 


16 35 

1908 , 

9 55 1 

13 39 

11 38 1 

1 10 55 

1 

10 29 

1909 ; 

10 15 1 

10 66 

15 40 

1 14 28 


13 50 

1910 1 

12 83 ' 

21 30 

17 18 

1 10 09 

1 

IS 17 

1911 

13 87 t 

20 60 

17 86 

, 15 71 

1 

18 74 

1912 

12 IS 

15 90 

] 3 ll 

! 12 39 


15 31 

1913 

11 38 

15 92 

15 43 

: 12 01 


11 iS 

1914 

10 47 

14 05 

12 26 

11 IS 


11 71 

1915 

8 80 

13 77 

10 66 

, 10 22 


11 70 

1916 

10 27 ^ 

13 50 

12 76 

10 88 


12 12 

1917 , 

9 54 

13 80 

12 GO 

13 01 


11 06 

1918 

7 89 

11 28 

7 19 

8 36 

1 

9 80 

1919 

0 50 ' 

8 90 

6*56 j 

5 00 

( 

7 02 

1920 1 

7 12 / 

10 43 

8 64 1 

* 7'29 

1 

7 19 

1 The price of wheat from 1841 to lv860 is ‘ adjusted ptuo ” (.see text ) 

2 The prices of the five food gi-iins from 18G1 to 1905 have been 

taken from the Wmje't, 2hd They are all aveiagos of 21 

districts 

3 The prices of the five food grams from 190G to 1920 ha%e been 
taken from the Pncen and Wat/es, 30th Is'tne They are given in the Repoit 
in Rupees per maund, and had to converted into seers per rupee For wheat 
and barley the prices given^are averages of 23 districts and for jowir, hajm 
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TABLE II 

I tide! Xmnhevs of Prices The ivernrje of prices 
in lH6t - 66 — KX) 


A\erage 

Year ] Wheifc | Barit, j Ion ir ' (irim of fi\e 

j j grains 


18 U I lOf) 

IHl'i I 83 

1813 87 

1841 ' 0‘2 

1815 100 

1810 ' 112 

1847 j 111 

1848 80 

1849 107 

1850 95 

1851 05 

1852 69 

1853 80 

1854 88 

1855 70 

1856 , 85 

1857 71 

1858 68 

1859 ! 08 

1860 ' 95 


1861 

142 

158 

149 

130 

162 

148 

1862 

92 

87 , 

90 

81 

95 

89 

1863 

83 

80 

75 

78 

78 

79 

1804 

90 

92 

99 

102 

92 

95 

1865 

111 

113 

113 

113 

106 

112 

1866 

108 

110 

112 

120 

106 

111 

1867 

117 

134 

123 

126 

133 

127 

1868 

152 

1G6 

185 

180 

170 ' 

171 

1809 

206 

218 

212 

224 

290 

230 

1870 

150 

167 

139 

153 

192 ' 

161 

1871 

j 117 

123 ‘ 

113 

131 

143 

125 

1872 

1 121 

1 132 

139 

132 

150 ' 

135 

1873 

111 i 

1 117 

108 i 

106 i 

115 ' 

111 

1874 

108 1 

117 

119 

120 j 

99 , 

113 

1875 

100 

111 ; 

107 1 

102 1 

100 1 

104 

1876 

95 

102 

99 

96 , 

87 ' 

96 

1877 

106 ’ 

1 107 ' 

105 

105 ' 

100 , 

105 

1878 

154 

t 163 1 

198 i 

194 ! 

197 

181 

1879 

191 

217 

210 1 

195 1 

213 

205 

1880 

169 ' 

‘ 181 1 

165 j 

166 1 

176 1 

169 


Contmued on next page. 
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TABLE II— {continued.) 

Index Numbers of Prices The average of prices 
in 1861—65= 100 


Year 

Wheat 

Barley 

1 

j Joinir 

j Bajra 

i 

Gram 

Average 
of five 
grains 

1881 

143 

149 

148 

! 157 

151 

150 

1882 

116 

115 

1 106 

1 123 

118 

116 

1883 

111 

109 

! 95 

1 100 

104 

104 

1884 

! 101 

108 

i 100 

: 101 

1 99 

102 

1885 

I 

102 

! 97 

98 

98 

99 

1886 

127 

121 

130 

' 156 

111 

125 

1887 

169 

181 

188 

188 

152 

176 

1888 

158 

182 

169 

: 180 

155 

169 

1889 

126 

129 

129 

1 117 

125 

131 

1890 

136 

112 

136 

I 139 

142 

139 

1891 

166 

174 

186 

' 183 

161 

174 

1892 

182 

190 

169 

187 

157 

177 

1893 

151 

149 

135 

150 

121 

142 

1891 

102 

101 

105 

, 126 

92 

105 

1895 

129 

137 

135 

145 

127 

135 

1896 

196 

237 

223 

235 

201 

i 219 

1897 

237 

290 

1 280 

287 

304 

280 

1898 

161 

154 

150 

' 152 I 

167 

155 

1899 

157 

177 

167 

, 174 1 

181 

172 

1900 

206 

260 

265 

1 219 

276 

251 

1901 

163 

165 

151 

1 149 

175 

161 

1902 

155 

176 

152 

1 167 1 

168 

164 

1903 

150 1 

172 

151 

1 150 

151 

155 

1904 

110 

145 

114 

' 128 

122 

130 

1905 

164 ; 

165 

152 

161 1 

154 

169 

1906 

169 1 

193 

206 

! 212 j 

188 

194 

1907 

179 1 

193 

176 

1 174 

195 

183 

1908 

259 i 

293 

289 

283 

310 

287 

1909 

244 ' 

236 

213 

209 

235 

227 

1910 

193 

184 

188 

185 

175 

185 

1911 

178 

190 

184 

189 

170 

182 

1912 

202 

246 

246 

241 

208 

229 

1913 

217 

246 

213 

236 

222 

227 

1914 

236 

268 

269 

267 

272 

262 

1915 

281 

285 

309 

292 

272 

288 

1916 

241 

291 

258 

274 

263 

265 

1917 

259 

284 

261 

229 

273 

261 

1918 

313 

348 

458 

357 

323 

860 

1919 

380 

438 

502 

532 

454 

461 

1920 

347 

376 

381 

409 

443 

891 
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TABLE III 

Punjah Food Prices. Movtmj Averages 


Year 


1861 

1862 

1863 

1861 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 

1879 

1880 

1881 

1882 

1883 

1884 

1885 

1886 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 


A\or,igQ price 
of the five 
food grains 
«ts a percentage 
of their 
a\crage price 
from 1861 to 
1863 


118 

89 

79 

95 

112 

111 

127 

171 

230 

161 

125 

135 

111 

113 

104 
96 

105 
181 
205 
169 

150 

116 

104 

102 

99 

125 

176 
169 
131 
139 

174 

177 
142 
105 


AVERAGES 


Ten 
j early 
’(centred) 


131 

133 
136 
139 
139 

138 

136 

136 

135 

134 

136 
136 

135 
134 

133 

134 
139 
142 
138 
133 
133 
137 
142 
144 
146 

152 

163 

168 

169 


Twonty- 
} early 
((centred 


134 

134 

136 

136 

136 

136 

138 

139 

137 

133 

134 
136 

138 

139 
139 
143 
151 
155 

153 

154 

157 

168 

161 

IftQ 


pag* 


Contintitd on next 
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TABLE III— {continued) 
Punjab Food Prices Moving Averages 




1 AVERAGES 


Average price 




of the five 
food grains 



Year 

as a percent 
ago of their 

Ten- 

Twenty- 


average price 

V early 

) early 


fiom 1861 

•(centred) 

• (centred) 


to 1865 



1895 

135 

177 

165 

1896 

219 

182 

168 

1897 

280 

180 

170 

1898 

155 

180 

173 

1899 

172 

182 

178 

1900 

251 

185 

182 

1901 

161 

186 

183 

1902 

164 

179 

185 

1903 

155 

180 

188 

1904 

130 

190 

194 

1905 

159 

189 

202 

1906 

194 

187 

207 

1907 

183 

191 

208 

1908 

287 

198 

212 

1909 

227 

208 

225 

1910 

185 

221 

235 

1911 

182 

231 


1912 

229 

239 


1913 

227 

246 


1911 

262 

262 


1915 

288 

284 


1916 

266 



1917 

261 



1918 

360 



1919 

461 



1920 

391 




Centred bj means of a two-yearly moving average 
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TABLE IV 

Price of nheat Moving averages 


I Puce of wheat as a | 

percentage of the 

avenge price m Ten jearlv Tw’ontj-yearly 

ISGl—05 *(centtc<l) ‘(centred) 


Continued 
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TABLE lN—{contmued) 
Price of uheat Moving averages 




AVERAGES 


Piice of wheat as a 




peiccntage of the 



Year 

a\eiage price in 
1861—GG 

Ten \earl> 

Twenty-v early 



* (cent led) 

‘(centred") 

1881 

143 

130 

129 

1882 

116 

135 

132 

1883 

111 

138 

135 

1884 

101 

135 

135 

1885 

99 

130 

136 

1886 

127 

130 

139 

1887 

169 

131 

145 

1888 

158 

140 

148 

1889 

126 

142 

147 

1890 

136 

143 

147 

1891 

ICG 

148 

149 

1892 

182 

155 

150 

1893 

151 

158 

152 

1894 

102 

159 

154 

1895 

129 

161 

157 

1896 

196 

1G8 

159 

1897 

237 

166 

161 

1898 

151 ! 

165 

164 

1899 

157 i 

167 

169 

1900 

206 1 

170 

173 

1901 

163 

171 

1 175 

1902 

155 

167 

176 

1903 

150 

i 169 

! 178 

1904 

140 

' 179 

1 183 

1905 

164 

1 183 

190 

1906 

169 

183 

195 

1907 

179 

186 

197 

1908 

259 

191 

202 

1909 

244 

200 

211 

1910 

193 

210 

220 

1911 

178 

220 


1912 

202 

227 


1913 

217 

234 


1914 

236 

244 


1915 

281 

258 


1916 

241 



1917 

259 



1918 

313 



1919 

380 



1920 

347 




* Centred by means of a two-yearly moving average 




TABLE V. 

Ptof Myles s Index Numbers of Punjab Food Gram Prices 


Average price of | 
wheat,b.irlov ,hnjru, 
joii'ur anti giain as a 
percentage of thnr . 
average price from 
1873 to 1882 


. i 

... 1 

2 

1801 1 

10‘) 

18G2 1 

07 

18G3 

59 

1BG4 ; 

71 

18G5 1 

83 

IbGG 

81 

1807 

91 

18G8 1 

120 

18G9 

1 109 

1870 

119 

1871 

1 

1872 

100 

1873 

82 

1871 

84 

1875 

77 

1876 

72 

1877 

78 

1878 

134 

1879 

151 

1880 

125 


AVERAOES 


3'i n vcvrly 

[Twenty-) eatlv, 

* centred]. 

3 

4 

98 


OG 


100 


102 


103 


103 

100 

102 

100 

100 

101 

101 

102 

99 

102 

100 

101 

101 

I 102 

102 

1 

103 

100 

101 

99 

99 


Continmd oil next pugt 
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TABLE V— {continued.) 


Prof. Myles's Index lumbers of Punjab Food Grain Prices. 



A\er igG price of i 
wheat, barley, hajra 

\VER\aKS 

Year | 

jot! ai and gram as a 
percentage of their 
aveiage price from 
1873 to 1882 

Ten-) early 

['l\vent\ )early, 

* centiedj 

1 

2 

3 


1881 

111 

99 

100 

188‘2 

! 

j 80 

101 

. 101 

1883 

87 

ICO 

103 

1884 

1 77 

105 

103 

1885 

i 74 

>)<) 

10! 

1886 

93 

97 

lOG 

1887 

130 

99 

112 

1888 

124 

103 

114 

1889 

97 

lOG 

113 

1890 

103 

lOG 

114 

1891 

128 

109 

110 

189‘2 

130 

115 

117 

1893 

105 

12 3 

118 

1894 

78 ; 

122 

120 

1895 

99 

125 

121 

189G 

161 

133 

124 

1897 

205 

132 

125 

1898 

114 

131 

127 

1899 

12G 

132 

130 

1900 1 

^ 184 

134 

133 
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TABLP] V~(contd ) 


Prof 

lnde,r Ahimhers 

of Punjab Food Grain Prices 


A\orago pi ICO of 

* AVERAGES 


iwho.it, b.iilci, 




^)iiuin and gi.iin as 



Ypar 

i pcrtcntagc of then 


[Twentj-yearly, 


1 a\oragopncc from 

Ten jcarlv 


1 187^ to 18S2 

centred] 

1 

i 

3 

4 



135 


1-JOl 

118 

133 

131 

lOO'i 

120 

126 

135 

100 i 

115 

116 

138 

1001 

05 

110 

142 

100'j 

117 

135 

148 

1006 

111 

136 

, 161 

1007 

113 

111 

’ 152 

lOOS 

200 

116 

155 

1009 

IbT) 

156 

164 

1910 

135 

165 

172 

1911 

133 

170 


1912 

167 

176 


191J 

166 

182 


lOH 

101 

I 100 


1915 

210 

214 


1916 

194 



1917 

191 



1918 

263 



1919 

336 



1920 

286 




* Centred by means of a two-yearly moving average. 
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TABLE VI 

Punjab Food Prices* (in seers per rupee) 


Yeai 

j 

Wheat ! 

1 

Adjusted f 
price 

Gram 

! 

Barley 

Jova> 

1841 

1 

26 

23 40 

29 

36 

41 

1842 

33 

1 29 70 

38} 

44} 

37} 

1843 

31 

28 35 

37} 

45} 

i 43} 

1844 

30 

j 27 00 

37 

43} 

i 37} 

1815 

27 

1 24 75 

31 

38} 

37} 

1846 

‘244 

1 22 05 

1 28 

34 

3li 

1847 

21 

2160 : 

: 29} 

31 ; 

35 

1848 

31 

1 27 90 

' 32} 

39 ; 

28} 

1840 

25} 

23 18 

i 24} 

31 

31} 

1850 

29 

26 10 

1 35 

' 45 , 

41 

1851 

42 J 

38 25 1 

50 

61} 

51 

1852 

40 

3G 00 1 

44} 

56 ! 

51 

1853 

34} 

31 05 i 

49 

1 52 

39} 

1854 

31} 

28 13 1 

40} 

j 45} 

! 44} 

1855 

39 

35 10 1 

56} 

! 59 

1 57} 

1856 

32} 

29 25 I 

47 

' 50} 

1 51} 

1857 

38} 

31 65 1 

51} 

1 55 

1 51 

1858 

40} 

1 36 45 1 

53 

1 58 I 

’ 52 

1859 

iRfin 

40} 

00 

36*45 

in 1 

49j 

60 1 
an 

48} 

Qnl 


* Taken fiom the diagrams gucn m the Punjab \dministration Report for 
1874 75 

t Adjusted by leducing the figures guen m the previous column by 10 per 
cent, in each case (see text) 




CHAPTER Vllt 

ThK RfSF OF PhICFS IV IVDIA BFFORE Till WaR 
Avn THE Report of the Prices Evqi iry 
CoMVfirTFE 

Th(^ yt*Tr 1905 miiks a new epoch lu the history 
ot [iidiaii pi K'cs. Betoro IDOo, whilo (amme oi scarcity 
laised tlio pi u es ot tooit giains, tavouiahle monsoons 
IowlM’oiI them Tiio riso in pi ices, thus, lasted tor a 
short tunc For example, tin' index numbeil, which 
was 149 in 18(59 and 129 in 1870 tell to 92 in 1871 
it was 171 in 1878, but 9(5 in 1881 and 95 in 1882 
It IS for the fiist tunc in the ([UUKjiieiuimni 188(5—90 
that wo aie unable to explain the high level of puces 
(the tamino iii Uanjam and siaicity in Behai weie 
only of local unpoitance), and fiom 1890 to 1905 wo 
notice that prices fall more slowly with the letiirii of 
good seasons For example, the index number did not 
fall below 114 in 1894, and in spite ot the favoiuable 
monsoon conditions in 1902 and 1903, and the bumper 
crop ot the following year, it was three points higher in 
1901. Since 1905 the prices of food giaiiis have iisen 
almost continuously Along with the prices ot food 
giaiiis those of almost all other articles have been rising 
since 1905. 

Attention was called to the geneial rise ot puces 
in India by an anonymous writer in the Economic Journal 
for March 1907 Ho condemned the Indian euneiicy 
system as inelastic and tried to show that this inelasti¬ 
city was the cause of the rise ot prices — 

t Index Numbers Qmweighteil) of retail pricei oj Jood graius in 
India (1873 = 100'), of the Commental Intelligence Depot tment. 

161 
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“ The conclusion therefore cannot bo resisted that 
the floods ol rupees eiitenng the country in the busy 
season must, tinduig no employinont thereafter, choke 
the circulation in the dull season and laiso prices, whilst 
each succeeding yen the demand glows like a snowball 
falling down a slope.” 

In tli(' lludget debate ol .Maieh 1908, Mr (rokhalo 
diew attention to the use ol puces which ho attributed to 
the heavy coinage of rupees by the (Tovcuiment ot 
India, and ptes^cd toi the appointment ot a committee 
to cousidei tht‘ whob' ipiestion ot the use ot puces 
Writing in the Join nal of the lioi/al ^tfatistnal t^oiietii for 
Septembei 1909, Mi Fieil J. Atkinson, somctiino 
Accountant-tToneial ot the United Piovmces, reached 
the same conclusion, that tlu' (piestioii ol a redundant 
currency was mixed up with the cuueiicy system of 
India and that the redundaney was due to the tact 
that the currency was not automatic 

The (Tovernmeiit ot India appointed a Committee 
for the investigation ot tin' pioblem in 1910 The 
Committee submitted its u'poit in 1914 Its chief con¬ 
clusions are summaused below 

The Committee recognisi'd that “ up to 1903 the 
fluctuations in the puces ot tood grains and pulses de¬ 
pended largely on the agucultural conditions iii India” 
But a sharp an<l rapid rise ot puces began in 1905 
which was not always wholly due to unfavourable agri¬ 
cultural conditions “ Taking India as a whole, the 
agricultural conditions were not seriou'.ly adverse either 
111 1903 or in 19t)() Still these yc.iis appeared to have 
ushered in a now poiiod in tlie lustoiy of Indian puce 
levels, the predominant ehaiacteristic of which was tho 
existence of famine prices without famine”* 


Report p 32 
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Tho J^icos Comniittoo coinpiro'l the rise of prices 
111 Iiuli.i with that 111 the leatliii^ countries of the world 
and found tliat tlio ii>e w.i'. ^ic ite^t. in fiidid. This is 
hliown by tho tollownig statiMiieut — 

The vise in nholesa/e qald ijew's in India and other 
countries in the quinquennium 1907-U 



Compared 

Com 'lied 

CouiUt\ 

with 

wall 


Is'JO 'J1 

ls')l-98 

Indix 

10 

JO 

JlclKiuin 

2j 

•20 

(lorni ui\ 

21 

38 

t iiiti'cl SL lies 

‘20 

' J8 

(' in 1(11 

10 

! 'll 

It il} 

11 

1 21 

Vli sir'll] i 

1 J 

1 20 

Francis 

12 

26 

United Kingdom | 

9 

21 

New Zcilind 1 

1 

9 


In MOW ot the gnMtei j iso ot prices in India 
the Oouiniittee cousidtMcd it neees>aiy to oxamiiio at 
length the piobable caii^''*- of the ii^e ot puces peculiar 
to India The geueial cau''es ot the iiso of prices 
throughout tho wot Id w<'i<‘ a slioitage in the supply 
ot, 01 an increase in th* deniiud toi staple commodi¬ 
ties in tho woild’s maikcts the incieased gold supply 
tiom tho woild’s mines, the development ot credit, and 
destructive wais and tho giowtli ot aiinamonts 

Causes of the rise of prues pecuhai to India 

“One of the piiiicipal causes,” says Mr Datta, 
“ which has led to tho iiso in pi ices in India, is a short¬ 
age of supply, particularly in tho case of food grams 
By shortage of supply is meant not tliat the total 
production of the countiy has actually contracted as 
compared with the basic period (1890-9-i), but that pro¬ 
duction has not kept pace with the growth of internal 
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consumption and external demand 

Mr. Datta then proceeds to discuss the probable 
causes of the shortage of supply. 

Growth of cultivation not commensurate with 
the growth of population 

On page 58 ot the Report Mr. Datta gives a table 
comparing the growth of population with that of food 
grains and the extension of cultivation, which is repro¬ 
duced below — 


Population 

Total area under culti 
vation 

Area under food giains 

Production of food 
grams 





O 


108 1 

106 

103 

100 


“ It may safely be concluded from the above,” says 
Mr. Datta, " that population has increased by a larger 
percentage in the period under enquiry than either the 
total area under cultivation, the area under food grains or 
the total production of food grains , or in other words, 
the requirements of food grains for internal consump¬ 
tion have increased in a larger proportion than the 


t Report, p 53 
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total production of food grains”* 

Tho table, liowover, does not show any very great 
disparity between tho growth ot population or internal 
demand and tho growtli ot production, except in the 
quinquennium L!)().j-(t6 to 

Tho expoils ot food giains lioin India (excluding 
Buima) to otlier countiies wore - 


c*>o 

C 



S o 

r? 


In thousindhot 28,R<J') ' 21,066 3J,255 , 29,668 ' 41,857 , 64,210 

Index Nuinboi ' 100 76 ' 115 102 ’ 145 222 


On the whole Mr. Datta concludes that the demand, 
toi botli internal consumption and export, increased 
iiioie lapidly than tho food supply The short- 
ago ot supply was gieatest in the quin(|uennium 1006-09 , 
hence the gieat iise in prices that quinquennium 

Unseiifionahle rainfall .—Rofeience has already been 
made to tho .sevoro famines of 1896-97, 1899-00 and 
1907-08 There was scarcity in particular parts of 
the country in 1891-92, 1905-06 and 1906-07. 

It cannot bo doubted that the rise in prices in parti¬ 
cular years was aggravated by unfavourable agricultural 
conditions 


* prices Report^ p 58 
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Substiftifion of non-food crops for food crops. 
The cultivation of non-fooii crops, jute, cotton and 
oil-sccds f^row steadily duiing the period 1890-1912. 
The area under food grams actually contracted in some 
paits of the countiy, while m others its giowth was re- 
taidod, with the lesult that tlicio was a diminution 
111 the food supply of the country 

Infetioritij of netc lands taken up for cuJt'uation .— 
In the moio populous parts of the country all lands 
that were good had already been biought undei culti¬ 
vation and whatever new lands were taken up were 
nocesharily oi an nilinioi ((uality ‘‘The produce ot this 
interior land cannot be so good as that ot tlio richer 
soils, and conscipieiitly the addition of these pooler 
lands has diminished, to some extent, the average 
yield pel acre foi India as a whole ’’ 

Inefficient tdlaje —In pirticular parts of the country 
it is probiblo that the cultivation of land became 
less etliGient than betoie on account of scarcity and 
dearness of laboiii and plough cattle, but Mr Datta 
doubts ' whethei this had any appreciable clFcct on the 
total outtuin of the land ” 

Decrease in the productu e poitcr of the soiJ —Many 
people think that the productive jiowor of the soil in 
India has decreased The ojnnion of the majority 
of the expelts quoted m the Report, however, is that 
there is no justification for this belief, and Mr. Datta 
concludes, that on the whole, thcio was no such de¬ 
crease during the years 1890-1912. 

Increased demand for commodities in India -The general 
rise in prices, says Mr Datta, is due in part to the 
increased demand for all kinds of commodities. The 
chief cause of the increase m demand is the rise in the 
standard of living amongst all classes of the population. 
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But it IS difficult to say,” Mr. Datta adds, “ whethet 
improvement is the cause or the effect of the higher 
level of prices. These two act and react upon each 
other.” 

Expansion of Cominunirations\ —On account of the 
great development of roads and railway’s the isolation ol the 
Indian village has ceased and tlic whole of India has 
become one market foi many < lasses of commodities A 
deficiency in one p.irt ol India is made good by import¬ 
ation from other paits and prices thioughout the country 
tend to rise “The lowenng ot the direct and indirect cost 
of transport in India itself ami between tlie Indian poits 
and foreign countries,” says Mi Datta. “ is another of the 
most important causes winch ha\e laisod the general 
price level in India.”* The prices in sea-port towns 
rise and tall in s\nipathy uith jirices in foreign coun¬ 
tries, and the ieduction in sea-tieights lias made the 
connection lietween Indian ami foioigii price levels 
still more intimat(‘ The lowenng ot the cost of 
transportation within the eountiy has temded to make 
prices in inland distiicts appioximate moie and nioie 
to those pie\ ailing in sea-poit to^\ns and central 
markets 

Improiement in the <jene/oI monetary and hankiny 
facilities and an increase in iredit —As tompaii'd with 
the average ot 1890—‘.D, the capital ot lianks in India, 
in 1911, increased 115 pei cent deposits ‘232 per cent 
and Clearing House letuins 210 per cent, while busi¬ 
ness increased 112 per cent only Ciedit, i\fr Datta 
concludes, “ coiitiilmtetl to a certain exieiit to the rise 
in prices in India ” The marginal summai}' reads— 
“ Growth of Credit—its consideiable influenco on puces.” 

Increase in the circulation of rupees —The circulation 
of rupees increased 04 per cent in 1912 as compared 
with the 122 per cent increase in business Mr Datta’s 

• Prxees Report, p, 81. — 
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conclusion is that “ the growth of the volume of currency 
(including notes) has not been incommensurate with 
the growth of business and other demands for currency 
and in the absence of any indications of a rediiiidanoy of 
rupees for any length of time, it is clear that tlio rupee 
coinage of the Goveinment of India could not have ex¬ 
ercised any impoitant influence on the level of puces ” 
He also attempted to show that the coinage ot rupees 
was compulsorily undertaken by the (Toveinment when 
the demand for lupees depleted the curieiny rescive, 
that the (Tovernraeiit cannot force lupees into circul¬ 
ation, and that the curieiicy system Avoiked (luite auto¬ 
matically as it did pieviousto the closing of the mints to 
the coinage of silver. 

Examination of the Repoit on the Rise of Riices 

We have seen that, accoiding to ]\Ir Gatla, a com¬ 
parative shortage ot supply was one of lht‘ unpoitant 
causes of the rise of puces in India before the War The 
Government of India, howevei, did not accept this view 
They pointed out, in the fiist place, that the comineicial- 
crops occupied a very small piopoition ol the total aiea 
under cultivation, and that in the country as a whole there 
was no substitution of noii-food crops for food ciops 
Secondly, they did not legaid Mr Datta’s estimates of 
outturn as lehable The area undc'r cultivation, as wo 
have seen, expanded more lapidly than the population, 
except during the cpiiniiueiinium 18'.)5—90 to 1899— I'.KX), 
while between the growth of population and the ex¬ 
tension of food cultivation iheio was “an almost piecise 
parallelism ” They alse pointed out that the at cm litigat¬ 
ed from State-owned sources nearly doiibh'd during 
1899—1912 Lastly, they agreed with Mr Ilatta that 
the export of food giains exercised a negligible in¬ 
fluence on their prices 

What IS the explanation of the rise of prices if it was 
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not due to a comparativo shortage of supply ? The 
Government of India agreeil vvitli Mr Datta that the nse of 
prices during 18G0—1912 was not tlie effect, but the cause 
of increase in the (iimilation of rupees, and that the ex¬ 
tended use of credit had “an iinpoitant effect on 
puces” TIk'v, liowevi'T, socmik d to attach more import¬ 
ance to woild factors than to tins or any other cause 
pcciiliai to India From 18‘K) to 1903 “Pi ices rose 
01 fell in the mam in accuidame with changes in the 
agiiciilt 111 al conditions Irom jeai to \eai ” The causes 
of use of pi ices since 1905, must 1)(> souglit for in a 
different and indepmidcMit gioup ol ( iic nmsiain es 

To tills \iew’, howe\<‘i, it in<i} he ohjeilrd that if 
oni piK'i' h'vcl lose nmler tin* inlluenee ol tin* rising 
pi ice le\els o( toieign count ru's, it could not have 
iison to a groatei extent than the lattei The rise in 
puces in Germany and the United States, as Mr Datta 
sa}s, can bo paitly accounted foi by their protective 
taiitfs and giowlh of mdnstiial ami commercial com- 
hinations ni thoM' (oiintnes But how’ to account for 
the gicMt use in puces m India There must be some 
cause or causes ot a geneial natuie peculiar to India, 
wdiieh began to act on oui piiee level after the year 
1905 

The expansion of eoinmuiueatioiis and the lowering 
of the cost of Ilanspoilation m Inclia and foreign coun- 
tnes IS not the cause we are st'okmg The incicase in 
the facilities of communieatioiis and the lowering of sea- 
froights undoubted]ly linked our pneci, to world prices 
more closely 4diey explain wdiy oui puces began to 
rise in sympathy with the world’s puces—but they do 
not explain why our puces rose to a greater extent than 
prices in other countries 

The Influence of credit on prices in India. 

The effect of the increase in the use of credit m- 
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struments on prices in India is thus summarised in the 
Government Resolution on the Report of the Prices 
Committee — 

“ As indicated in paragraphs 214—218 of the 
Rcpoit, the [paid up capital and reserve of the Presidency 
and major Joint-stock banks (excluding the Exchange 
banks) increased by 55 7 percent during the decade ending 
1911 Piivate deposits available for commeicial enterprise 
m the Piesidency and Joint-stock banks, including Ex¬ 
change banks, rose from an average of about 2b 
crores in the five 5 ''cais 1890—94, to an average of 61 
in the quinqucnniiim 1905—1909, and of 8J in the 
years 1910 and 1911 The increase has been specially 
rapid since 1900 The deposits, which in that year 
amounted to 31 e»’oies, lose to 51 crores in 1905, 73 
in 1909, 82 in 1910 and 85 in 1911 Again, between 
1890 and 1912, the value of the cheques cleared at 
the Clearing Houses in Calcutta, Bombay and Madras 
incieased from 138 to 517 crores There can be no 
doubt that, as obseived by Mr Datta, (page 83, para- 
giaph 214, ol the Repoit) the extended use of credit 
has ha<l an irapoitant effect on puces”-* 

For reasons explained below I find myself unable 
to accept this view 

In countries like England and the United States 
of Ameiua credit instiumcnts are used in the great 
majority of transactions, and ciedit in these countries 
exercises an important influence on prices Mr Hartley 
Witheis tells us that the currency that England’s 
cheque-paying banks create “settles the great majority 
of commercial and financial transactions and much of 
the retail traffic of daily life ”t As regards the 
United States of America, it is estimated that credit 

• Prices Report, p iv 

t Meaning of Money, p 136. 
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instruments are used, roughly, in 76 per cent, of the 
business transactions CoiiMtlering that credit instruments 
are used in the great majority of transactions in countries 
like England and the United States, it is not surprising 
that an appreciable incn^ase or decrease in the credit 
circulation in such count lies has an important effect 
upon the level of puces 

But the case of India is difieicnt Hero cash, and not 
credit, is iisc'd in the great in<i|ority of transactions Bank¬ 
ing IS in its iiifanc*y in India The number ol banks is 
small and the bank deposits as compaied with the total 
volume of business tiansactnnis in India aie infinitel}' 
small Now the cheque is the must important of all 
credit instruments When Irving Fishei and others talk 
about credit and its relation to prices, they use the word 
chiefly 111 the siuise of ‘checkable’ deposits But the 
extent to which checpies aie iwmI m India in making jiay- 
ments is veiy small The use of checpics is limited to 
Calcutta, Bombay and Madras and other capital towns 
It may also be ])Ointe<l out that India being an agricul- 
tuial country, a veiy largo number of our transactions 
must consist in the purchase and sale of agricultural pro¬ 
duce It IS well known that the Indian cultivator has 
a decided preference for coins, and that he looks even on 
cuiiency notes with suspicion It maybe doubted whe¬ 
ther payments aie made to cultivatois by cheipies even in 
one per cent of the transactions Some evidence on the 
use of cheques in India was taken by the Chamberlain Com¬ 
mission, which may be quoted hero Mr Heniy Marshall 
Ross, * a witness, was of opinion that the use of cheques 
could be advantageously extended even in the Presidency 
towns. “ It is very poor at present,” he said He was 
asked whether the use of cheques was likely to curtail the 
circulation of currency notes and whether it was probable 
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that cheques would be used at all throughout the country 
beyond the Presidency towns His reply was “ not with¬ 
in any period I can look foiward to myself They will 
be confiuetl to the Presidency towns’ business ” 

Important evidence in this connection was given by 
another witness * 

Q 4106 (Mr Ke\iies) I’an ^ou toll us in what class of transactions 
you find it po^ysible in \oiir bu'^incss to use cheques ♦—Spe iking of mv own 
business I use cheques pi.icticalh in e\cr\ cise No initter whit the kind of 
payment, except foi wages lud siluies which I alw ivs piv m c ish 

4108— If \ou ate biiving jnoduce of in Indiin tridei, would \ou piv 
him bv cheque^—Yen inch He lirobably w ints eithoi cunoiicy nuto^ oi 
actual cash 

4109— Then these chojue^ which you mention are pud to Ihigli-.h 
merchants ^—That is so Urgelv 

4110— 4nd except when you are miking pisiuiiit'. to other English 
merchants you would not use cheques much No, Inoidh spoiking, I should 
not 

In a mcmorindum submitted by the same yyitnoss to the Oonimiision, he 
had referred to the possibility of the use of cheques Ikuig giaduilh uu reised 
throughout the countr> The Coinmission iski d him yyhctlnr he thought 
that would bo a speedy proci ss The yyitnoss siid " No ” Whit ho hid m 
hi8 mind more particularly wis the Kiiropein Coininunity Using cheques 
more—“ the nati\o does not to anj great extent use cheques for 

large amounts,” he added 

Q 4072. \nd it Is not likely that ho yvilP "Ido not think so for 
long time to come ” 

Enough has been said to show that clioqnos arc used 
only to a veiy limited extent in India 

The amount of clieques cleared at the (Jlearing Houses 
at Calcutta, Bombay, and Madias, as compared witli the 
average of the five years 1890—‘.)4, shows a gicat increase 
But for our purposes it is important to know, iii the first 
place, what propoition ot the cheques cleared represented 
commercial as distinguished from banking operations, and 
secondly, what proportion the amount of cheques used in 
commercial transactions which passed through the Clear¬ 
ing Houses, bore to the total value of all commercial 
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transactions It is important not to confound banking 
operations with commercial tiaiisactioiis Banks “daily 
receive and transfer many checks the sole tunction ot 
whoso receipt and tianstor is to facilitate exchanges 
among banks or between banks and Cleainig Houses — 
transfers wliicli in no othoi w ly i‘present commercial 
transactions Such transactions ai ■ part ot tlie couiitiy’s 
banking machinoiy and their uitson def/e is found in the 
ciedit mechanism ot (‘xehange its.‘It ” “ When the 

amount of the chetjues (lt*aiod iin H-ases tioui l.‘3S crores 
to 517 ciores t il may be ot eouts* piesuineil that the 
amount ot (dieques useil m common lal tiaiisactions has 
incieasi'd, but it will be wiong to siipjiose tliat it has 
increasi'd about four tinu's 

Secondly, it the propoition ot cliO(jU(*s used in com- 
moicial transactions to the total \aliie oi ti.iiisactions 

was uisigiuticaiit in the bi^ginning, the etfect upon prices 

may be inappieciabk' e;en it the amount ot cheijiics in¬ 
creased 5, b oi 10 tunes It is not the amount of cheques 
but the propoitiou ot the eommeieial tiansaetioiis in which 
cheques aie used to the total volume of inisiness transac¬ 
tions that is important 

It may be useful to summaiise oui conclusions so tar. ^ 
We have seen tliat tlio expansion ot communications and- 
the lowering ot tlio cost ol tianspoi taiion in India and 
between Imlia and foieigu couiitiles do not explain the 
great rise of prices m India Our puces, it has been 

argued, could not have iismi to a gioalei extent than 
prices lu other countiies in the absence ot i'lUsos peculiar 
to India tending to raise prices Of these, to which great; 
importance is attached by Mr Datta, is the comparative^ 
shortage of supply, but tliore are goo<l reasons for believ¬ 
ing that during the peiiod 1905—12, the growth of 

• Money and Pucet by E W Keminerrer, p 112 

t Prices Report, p, S5, 
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population was not much more rapid than the growth of 
food supply The increase in the cost of production 
Mr Datta regards as the effect rather than the cause of 
the rise of prices The only other reniainiug causes pecu¬ 
liar to India which might have raised our prices arc (1) an 
increase in credit and (2) an increase in the volume ot 
the rupee currency. Of these two, it has been shown, 
that the first could not have OKcrcised any important in- 
fiuence on our prices Wo have now to consign whethei 
the rise of prices was in any measure due to the lediind- 
anoy of currency An attempt will be made to show that 
the question of the rise of prices is intimately connected 
with that of the nature of our currency systtun A gold 
exchange system, in practice, does not work automatically, 
and it IS for this reason that our rupee currency became 
redundant during the yeais 1905—12, and piicos rose 

The official view is that the gold ox( hange system 
works automatically and that the curiency cannot become 
redundant. Rupees aie issuo<i into circulation only to 
meet the demands of trade. Not a single rupee can be 
forced into circulation In reply to Mi Gokhalo’s sugges¬ 
tion that the rise of prices during 1901—07 was due to 
the over-issue of rupees Sir E Baker, the Finance Mem¬ 
ber said “ The whole of the new coinage that we have 
undertaken during thi', period has boen undeiiaken solely 
to meet the demands of tiade Not one single rupee has 
been added to the cirenbation except to enable us to meet 
those demands ” 

What would happen it the Government ovei-estimat¬ 
ed the demand for rupees and over-coined “ Then what 
would happen would bo that the superfluous rupees Avould 
lie in their various reserves, but not in actual circulation 
You cannot force rupees into circulation," said the late Sir 
L. Abrahams of thq India Office in the course of his 
evidence before the Chamberlain Commission 
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Mr Datta also says — 

“ Iliipoes when re^muMl by tlio trade are ordinarily 
sap[)liLd 111 liLMi of ;:;old or Council lulls from the currency 
reserve oi tin* silver hi.iiudi of the Gobi Standard Reserve 
[now aholi-^htdl Wlnui the ainoiiiifc of rupees in the 
silver portion ot tlu'* Jbiper Curioncy Reserve tails to the 
rna.i^in of s.ilcty, th<‘ Gen^u ninont of India recognise that 
the tune is drawing near for the coinage of new rupees 
And when the percentage of the rupee reserve in the 
cnitency to the circulation hecomes very low, coinage 
IS eompnlsoiily undertaken by Governraont ” t 

So far as the addition of rupees to the circulation is 
ooiiceiinMl, the only dilFeionce between the gold exchange 
system and the system which existed before 1893 accord¬ 
ing to l\[i Datta was that while in the one case rupees 
wen* issued in exchange for the imported gold and Council 
bills, in the other case they could bo [obtained directly by 
the minting of bullion at the option of its owner 

Til a nionctaiy system with an open mint the cur- 
KMicy decreases automatically when the rise of prices causes 
impoits to increase and lenders the export of gold or silver 
necessary The ciieulation is thus leducod and prices fall 
Undoi a gold exchange system an adyorse balance of trade 
cannot bo adjusted by the exportation of the token coins. 
The tokens must be converted into gold (or bills payable 
in gold) for that puiposo The Government of India 
did so when it b^eimi m^cessary This was the outlet 
jirovided for the excpss currency When Reverse bills 
are sold, the currency contracts and prices should fall. It 
is thus shown that our currency expanded and contracted 
by an automatic process 

Against the view that our currency worked auto¬ 
matically it may be urged that some of the causes, which 
tend to reduce prices by decreasing the volume of circula- 

t Ptice« Repoit, p, 
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tion under gold or silver monometallism, cease to work 
when the principal money ot a country consists of token 
coins. When the rupee was a full value com it was freely 
exported as bullion, it was melted down to make orna¬ 
ments and it was also hoaidod The lupeos m hoards 
or in the form ol ornaments io])resented the savings of the 
people The inpcos molted and hoarded tormcd a con¬ 
siderable proportion of the coinage Mi At-kinsou esti¬ 
mates that from 1835 to 1862, 3 tj per cent of the coin¬ 
age of 1835 and 1840 vas melted down into oinaments, 
and that the rupee consumption of tin' 1862—02 ( om for 
ornaments wa«s 40 cioies, which is about 20 ]iei cent 
of the total i oinago ot 1862—02 As to iu[)ees huaided 
in the ]ieii()d L862-—02, t.ikmg 21 pei cent ot tlu' coinage 
to have been hoaided, the amount would be 10 iioics ot 
rupees, equal to 157 lakhs a year ^ Hoarding and 
melting, apait from expoit, accounted for about 45 to 
50 per cent of the coinage. 

When the lupee became a token com, the melting of 
rupees ceased altogether, while tor purposes of hoard¬ 
ing gold was piefeiied It cannot bo doubted that the 
hoarding and the melting of rupees b(4oie 1803 prevented 
prices from using too lapidlv by leducing the volume of 
the curiency, and that the chaiigo m the ehaiaotoi of the 
rupee, from a full value com to a token com, by discouiag- 
irig hoarding and making it uiipiohtablo to melt lupoes, 
contributed m some measure to the mllalion of the ru[)oe 
currency It reali}^ proves nothing to say, as Mr Datta 
does, that the “average annual coinage dm mg the eighteen 
years that have elapsed since the closing of the mints has 
been much less than m the corresponding period preced¬ 
ing that date”* The aveiages aie 751 lakhs tor the 
period 1874-75 to 1893-94, and 566 lakhs for the period 
1893-94 to 1911-12 In the decade following the closing 

* Journal qf the, Royal Statistical Society, Vol LXXII, p 617 
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of the mints the average net coinage was small, due to a 
deliberate restriction of the coinage to lorco up exchange 
The net coinage of silver wah very heavy in the period 
18‘.)‘J-0() to 1907-08, amounting to a total ot 100 24 
croies loi 9 years, oi ovm 11 crorcs annually on an 
average During 19 years, (lom 1871—75 to 1892—93, 
the total net coinage ol silver ainonnted to 137 88 
ciores, which gives an animal average of 7t crore" f 
The rise of jinct's beeame veiy maike<l, as we have 
si'cn, alter 1905 Now in the tiiennium l‘H)5-0() to 
1907-08, jli(> tot.il net roinage ol silvi i .iinountcd to 
55 99 fioies, a tignie whuhhas not b('on evi I'crb'd liy 
the total net (oinage m any period ot fu e years be¬ 
fore the closing ot the mints Fnith<‘i, we should not 

forget that betoro 1893, 15 to 50 pei cent of the coinage 
was melted and hoarded 

As regards iIk' is^ue of new rupees into circul¬ 
ation, It must be admitted that they can be issued only 
in res|)onse to tlni needs of trade But it may be 
pointed out that the lupi'e is a note printed 

on sliver and for pin [loses of internal circul¬ 
ation It is inconveitible Dining the period of the Bank 
Restiietion in Kiigland tin' Bank ot England notes 

^depreciated in spite ot the fact that the Diiectors had 
made advances in notes in response to legitimate 
trade demands, and at a high late of diseount “ They 
thought in this way the demands toi eurn'uey were 
fairly indicated,” says Professor Nicholson “and that, 
therefore, theie could be no depreciation Bur they 
forgot the cumulative cfFeet. None of the notes being 
withdrawn oi sent abioad, m time the quantity became 
too great, prices lose and inter aha, the price of gold 


* Pi ices Revolt, p 89 
t Sco Pnee^ Repoit, p 90 
[ Economic Journal forJiiH’ 1914, 
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The J^ulliou Conimitteo thus tlesciibed iho causes of 
the inflation — ,, 

“ In the ftist instance when the advance is made by 
notes ]iaid in discount of a bill, it is uinloubtodly so 
niueli capital, so much powci ot making piiichascs 
placed 111 I lie hands ol a mei chant who receives the 
notes, and it these hands aie sate, the o[)cration is so 
(ai, and in tins its flist step, usclul and puxluetive to 
the public But as soon as the notes aic exchanged by 
him foi some othei aiticlo whudi is capital, tln^y fall 
into the channel ol miculation as so much eiicuiatiiig 
medium and (oiin an adilition to the mass ot cuitoncy 
The iK'cessary cltect ot every -^lu h addition to the mass 
IS to diminish the i(‘lati\e value' ot any given poition 
of that mass in c'cchangc foi commodities'' 

It might also be ob)ectcd that the Bank of Bug- 
land notes W('ro inconvertible while tin' lupeo is parti¬ 
ally convcitible The (Toveinment convert rupee.s 
into gold Ol steiling bill" when rc'inittanccs have to bo 
made to toieign count lies in sc'ttlemc'iit of an adverse 
balance ot tiade Hemittances “can be made from 
India to the other countiics m ad|ustmcnt <it the tiaclo 
balance as tieely as befoK', and when such lemittancos 
are made on a largo scale the inevitable effc'ct will be a 
contiaction of the circulation ol lupecs ' {Pneeti Report^ 
p But it may be long bc-foio the need for making such 
remittances on a laige scale arises If the forc'ign de¬ 
mand for a countiy’s exports was weak so that the 
slightest use in puces caused the demand to fall off 
and turned the balance ot tiade against the country, 
the volume ot cuircncy would bo cjuickly ieduced by 
the withdrawal of rupees from circulation in order to 
make foreign remittances. But if the foreign demand 
IS strong—the exports, for example, consisting of raw 
materials—the level of prices will have to rise to a 
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great lu iglit before a favourable balance of trade is 
turned into an unfavoiuable balance of tradij and the 
necessity for makinjr heavy foreign remittances arises. 

Now, .is a nia1t(M of l.ict, tluj balaiu e of tiade is 

generally in India’s iavoni. P’loin 18‘t8 to the 

balance of tia<lc was nntavourablc lo India loi a short 
time in 1907—08, when*) froi<‘s ot lupcf's were with¬ 
drawn fiom circulation Tli(‘ (dlect of the < outraction 
of the <ii( Illation u[)on piKcs was m gligible Puces 
had iisen sharply (»n ai < ount of lamiiu* in 1908 
with thcK'tuin of nonnal tonditioiis the} ictiiineil to 
the old levtd Tlu* gmicial indc\ iiuinbm was l‘33in 
1907, 14‘3 in 1908, I 3.3 in 1909, 1.32 m 1910, l.'jl again 
in 1911 .ind 111 in 1912.t Then* is, thus, not miu li 

evidciiK' of any tall <»t pi mm s whiili might 1 h' attiibuted to 
the withdiaw.il ot 9 cion-s lioin ciiculatioii 

It ma} b(‘ lui(‘ emphasised that (Honomii fijices 
whu h tend to lontiact the ( iieulatKoi and lower prices 
nc\ei woik s() smoothly and automatically as is genci- 
ally snpi)ose<l The classu al theoi> ot tlie distiibution of 
])ie( ions metals thiough ihaiigt's in juices has eeitainly 
the meiit ot simjilu ity The amount of money needeil 
by <i ('uunti'y, s.l\^ (huMi.d Walkei, ‘is that amount 
which wull heej) its ,jUMi‘s (altei allow am is made 
loi the cost ol ti.insjioiting goods) at a lexel w'lth 
those ot the' eountnes with whudi it has commeieial 
relations”! This is the old Ricaidian doctiiiie It con¬ 
tains an important element ot tiulh, but it ignoies 
economic tiietioii It is geiieiall^' lecognized that this 
tlieoiy, statccl baldly and without cjualilhation as 
Ricardo stated it, is not tiue. 


* The actuc circulation of rupee-, .md curiciic) notes is cstmuted to 
be 190 crores in 1907 and 181 ciores in 1908 Pmt'i litjioit, p, UJ 
t General average ot rupee prices. See Puce^ Rtp^»t, p. JO 
J Money hy Wiilket , p 57 
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Further, the export of gold from a country, 
when it does take place, may make such an infinitesi¬ 
mally small addition to the world’s gold circulation, 
that the efiect upon the woild’s price level may be ml 
The last point is iinpoitaiit Mr Shirras has no hesi¬ 
tation in saying that the sale of Koverse bills in 
1907-08 had the efiect of conti acting the circulation m 
India, which loweied Indian prices, imports thus tended 
to doorea ‘^0 and expoits to inciease His argument, 
it anything, metiis tint, as a result of the export of 
gold tioin India, woild prices lose while Indian puces 
tell, so that India beiMine a good maiket to buy in 
and a bad market to sell in The suggestion that the 
withdrawal of 9 ciores liora circulation in India had 
that efiect seems to bo wholly unwairanted 

The Ricaidiaii theory, as J^iotessoi Kinley says, 
IS “too simple ainl sweeping” And il tin* How ot 
gold under the influence ot (hangi's in piiei's is not 
immediate and eomplcte, it is possible that a eoiintiy 
“ may for a time hold its supply of money at a level 
relatively higher than that of the woild at huge, and 
during that time many conse(|uences of great import¬ 
ance to individuals and classes ma}’ oicui because ot 
the difieience in level 

Accoiding to the elassieal theory gold is import¬ 
ed or expoitcd, and the amount ot the eiienlatiiig medium 
increases or decieases, aecoiding as the level ot prices 
in a country is lower or higher than the world’s jirico 
level Hut it is easy to show that the inflow and 
outflow of gold has generally no appieciable efiect 
on the export and import ot goods Apologising lor 
introducing evidence on so simple a point, Laughlin 
shows that while prices m the United States were ris¬ 
ing from 1878 to 1883, instead of a falling off in the 

• “ Monty ” by Ktnlty, p, !J5 




181 


value ol exports tliere was an advanoe “ Indeed 
instead of a rostiictiou ot exports because of the 
imports of gold tliere was a heavy excess (of exports 
over imports ot goods during the whole period”* In 
the case of our own country tlu* axeiage annual imports 
of treasure (net) in tlie rpiin((ue'iiiium 1009—10 to 

1913—14 amounted to 38 9 cion's as compared with 
20 3 croies for tlic fiuinquenniun 1901—Go to 1908-09 
and yet prices were higher in Ili<‘ loinicr c[uinciuennium 

It thus ajipc'ais tliat il a eouuli^'s rurrency con¬ 

sists of token coins which .iie c on vei t ihli' into gold 
only loi the jia} mc'iit ol intei n.itioiial iiidc-htedness, and 
if the balance of tiadi' is m tin* eountij s fa\our, so 

tliat the sujiply of tokc'iis c*onst.uitl} increases, m time 
the cuirenry may beeoinc* n dundant In the long nin 
ot eouise, the use ol ptiees would lead to the* expoit- 
ation ol the* exe('s>. (mien(3'and piic<‘<, must lall, but 
the long 11111 imiy jinne to lie a ^ely long run indeed 
And in tlic meaniiiiK', Ix'eausc' ot the depiceiatioii 
of money, impoitant eonseepumc-es imn occur to 
various classes ot the eommiinity 

Ei'chanije and the f.ei el of Peiee'i, 

One ot the .iigume its used h}' IMi Oatta in 

siijipoit of Ins view that ilie ii-^e ol ]»ii(('> was not due 
to the rcdmidane\ of c nnenc*y is that lioiii bS'KS to 1912 , 
tlie ('\i hange \alm' of the lupce in teims ot gold 
never fell below' Is \d except in l‘K) 8—09 f 

* l‘t lUiXftlrs (tf Mini) , It >1 i 

t “ I’liioufjhout tlio poiiod uid»i fiiquiis thoeo weio .il-o no 
signs of a roduiidaiKs of lupocs for ms 1« ngth tuiu' it would have 
led to tlio export of gold in the foim of currents or bullion and a 
continued fall in exchange The htiteinent below shows the imports 
and exports (less tho quantit\ of gold pioduccd in Indii) of gold and 
rates of exchange It will apiioai tliat since the stabilit\ of the gold 
value of the nipeo was established, exchange fell below the fixed ratio 
of 16ci per rupee onl> m the jear 1908 0 *), and there were signs of 
redundancy of rupees for a part of that year, when the export trade was 
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According to Mr Datta there weie signs of 
redunddiicy of rupees for part of that year. But tlie 
redundancy of currency is not regaided as one ot the 
causes of the crisis in exchange of 1907-()8 The ciisis in 
America and the heavy decline in Indian oxpoits s.illici- 
ently explain the situation which aiose in India in the 
latter part of 1007 The iiumboi ot iinpoitois, foi the 
time being, being greater than tlio nuinber ot cxpoiteis, 
the supply of foreign bills was les^, than the dem.ind 
and exchange tell ‘‘It is wIumi the hoUlei ot iiijit'e', 
is loolving about tor steiling iii oidei to jiay his debts 
to ills cieditois in Manchester that a tall in exchange 
occurs”*' The dithculty was inciease<l by the [)oli( y 
adopted by the (Toveinmeiit in legaid to gold at the 
beginning of the crisis It is said that v Iumi the 
Cl ISIS came some one asked loi 1,00,000 ol gold liom 
the Accountant-deneial ot Bombay, and tin' Aceoniit- 
ant-General said, “ Why do yon ask loi it Sii Kdwaid 
Baker, the Finance Membei, was wntal too and he said 
“Gold IS not tor expoit, it is only loi internal pin poses ” 
If the Goveinmeiit had given gold tieely toi expoit, oi 
which is the same thing, declaicd then intmition ol selling 
sterling drafts on London (ii'cly as soon as (*vchaiige 
began to fall, exchange would not lia\e lalh ii below sju'Cie 
point, whether the cuiMOKy was leduiulaut oi not 
And when tliey actually did annouiKt' lluii iiiteiition 
of selling Reveisc Councils, the tall in exihaiigt' was 
arrested. Tins point deserves (unpluisis, lor under a gold 
exchange system, that is a system under wlm h the late 
of exchange is controlled by Govcinmcnt, the stability 

stagnant and there was a linancial crisis in Amenta, Imt the (loseniiiuMit 
of India were, b} selling hills on London, able to immcdiateh airist the 
downward eourse of exchange, and the imports of gold more than retovored 
in the next >ear Fxcept, therefore, for onlj a portion of a yoai, there 
have been no indications of redundancy of coinage in India ” (p 94) 

"■Sir Lionel Abrahams in his evidence before the Uhamberlain Commission 
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of oxoh<inp;o is no ar'^nmonf against the redundancy 
of currency, not is a temponny fall m exchange a ne¬ 
cessary rons('(|iienre <j 1 inflation There is, in fact, 
very 111 tIt' i oimecln^n ht'twcen the volume of a token 
cuncncN ami a‘ managed’ exchange Interc'sling evi¬ 
dence' on tills point wM'' given hy Sii Lioiu'l Afnahains of 
Ihc Indni (XInt' lx lon' fhe ('h.inilH ilam (’mnniission — 

“I ihink tlic' (onnc'clion Ixfwec'ii tin' volume of 
token ctnnage and the st.ilnlily of (*xfhange is very 
lemoto, as indcctl is sliow n l>y tin' f.u t that now at this 
moment the tokt'ii foinagi' iS ot gieatei volume than 
evt'i helore, and I think <»n<‘ might almost i«ay that ex¬ 
change IS moil' stahle than it (‘M'I has been Artording 
to myvK'wthe sl.ilnlit^ ot c‘\c hange dc jtends on trade 
conditions, and tiadt' eomlititjiis m<iy he aireefed, 1 admit, 
but arc slowly and iinlint alTected, it at all, by changes 
in the volume ot eunency ’ 

Important c liangos m the volume of cuirency vvoulci 
affect exchange in the long lun If the cuiioney expands, 
othei things being ecpial, pticcs must use The iisc of 
piK’cs ciu oniagc-. impoitcis, discouiagcs expoitcrs and 
tends to tiiin tin* balance of tiade against the country 
Excliange, thciotoie, tails A contraction ot the cuirency, 
snuilai4, lowois (ho level ot puces and tends to raise 
the oxchaiige value ot the tokc'ii currency, other things 
being ccpial Hut othci things are never ecjual, and it 
was novel moic tiue than in the piosenb case that long 
peiiod lesiilts do ncH exist , their universe is the abstract 
Increase in the Rupee Circulation afi compared with 
the ihouih of lUisine'is, 1S90 — 191L 

Mr. Hatta’s conclusion that the increase in the 
quantity of iiipoes in circulation had no important effect 
upon the level of piiccs is based upon his statistics of 
the growth of business. These statistics show that in 1911 
business increased 122 per cent, and that the growth was 
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specially maikod lioin l ‘.)01 J\[oic cuiioticy was therefore 
reqmied to satisfy the growing needs ot tiade Mr Datta 
sa 3 '^s “ In tlie absence, tlieiolore, of any marked increase 
in the lapidity of circulation of cutrency and credit—and 
we liave had no evidente ot any lemaikahlc' change in the 
rate duiing the last two decades—the deni.inds ot business 
would necessitate a coiicspoiiding inciease in the volume 
of cuiiency and cii'dit But llie \alumc ot iiipees and 
cuiieney notes in actual ciiculatiou has iiicieased only 
GO per cent as loinpaii'd witli the 120 pci emit iiicieaso in 
the giowth ot busiiii'^'-(’onsnlciing tliat tlic supply ot 
inpi'cs incieased much Ic^s lapidlc than tlu' d( maud, 
prices should ha\(‘ l.dhui 'Die d('\clopnnnl ol cicdit, 
]io\\c\ei, A\as miuh moie i.ipid than t!ie giowlh of 
business, and tlio giowth ol ciedit, aicording to l^Ii 
Datta, had an important effect on the Icnel of juices 

Tlip eiiect of ciedit upon jiriees lu India has al¬ 
ready been discussed It remains to coiisidei whether 
the incioase in the volume ot 11101103 , apait irom credit, 
was less rapid than tin* giowth ot luisiiicss The follow¬ 
ing jiuints may be noted — 

1 Mr Datta s estimati* of oiu rupee ciiciilation 
does not include the ciic ulation of so\cieigus But the 
sovereigns formed pait of onr cneulatioii betore the 
wai and thou absoijitioii into the ciuicncy was increas¬ 
ing every 3 'eai, and tor that reason thex, slioiild have been 
included 111 the estimate ot the acti\e circulation in coii- 
sideiiiig its effect upon puces 

‘2 Mr Datta neglected the ciiculatiou ot small silver 
coins without giving any reasons The tiaetioiial silver 
currency is used daily in letail tiaiisactious of all kinds. 
The rapidity of circulation of those coins is also great 
Mr Atkinson regarded the circulation of small silver 
coins as an important item in India “ The circum- 


* Prices Report, p 92 
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(stances of India are such, wages being comparatively so 
low that the circulation of small silver coins might, at 
any time, if issued in too large oi too small quantities, 
assist in inflating or contracting the cuiicncy, and con¬ 
sequently in estimating the total active monetary circul¬ 
ation, the circulation of small silver coins should bo 
included ” Four half-crowns, according to Dr Mai shall, 
affect prices in the same way as a halt-sovcicign {Gold 
and /Sdrer Coiiunts'iiony (I 9629) Similarly two hall- 
rupees 01 four (juaitei-rupees have the same effect upon 
prices as a whole-rupee 

3 According to the Puces Committee there vas not 
“ any maiked increase in the lapidity ol cuiiciiey and 
credit” dining the period under onquiiy The lapidity 
of circulation depends upon ceitain technical conditions , 
it increases with the development of the means ot trans¬ 
portation and (‘ommunication, increasing density ol popu¬ 
lation and coiicentoration of the jiopulatioii in towns, 
the growth of prospeiity, and the giowth of business 
coniidence. All these causes, as shown by Mi Datta 
liiniself, were at work dining the period uiidei enquiry, 
and it is impossible to believe that the lapidity of eircu- 
lation was not alfecteil The incieasc in the lapidity 
of eiiculatiou was lemurkable enough to attiact Dr 
Marshall’s attention, who leteired to it in his evidence 
before the Fowler Committee (Q 11,160) 

It may bo doubted whether the geneial index num¬ 
ber of the growth of business ot the Pi ices Committee 
is reliable The general index number is an unweighted 
arithmetic average of the index numbers ot the value 
ot imports andoxpoitsof meichandise and treasuie (ex¬ 
cluding Goveinment stores) , tonnage entered and clear¬ 
ed with cargo ; imports, and exports, coasting trade , 
passengers and freight carried by railways , Treasury 
and Presidency Port Trust and municipal transactions, 
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t-eceipts and payments , capital of ]oiiit-stock companies 
registered in India , and consumption of rice, wheat, ]ute, 
cotton and coal 

These indices aio not of equal value for measur¬ 
ing the growth of business , some of them are, at best, 
indirect indices of trade The increase in the number 
of passengers and the amount of freight carried by rail¬ 
ways may well have been due to the expansion of the 
railway system and not to any piopoitionate inciease in 
prodnetion , the giowth of capital ot joint-stock companies 
IS also used as an index ot credit Again, treasure 
should not have been included in tlio statistics ot im¬ 
ports and exports, toi oui concern is with goods only, 
and quantities ot impoits and expoits should have been 
taken instead ot valuer The \allies (il exports and im¬ 
ports may increase in a (eitaiii piojioition, not bei'ause 
the export and import tiado has incieascd in that ])topor- 
tion, but because puces have risen 

As a matter ot fact, the index number ot imports, 
calculated at the avciagi' pi ices of the respective articles 
for 1890-91 to 1894-95 losc to 17d in 1911-12 and tliat 
of exports to 164, the a\erage imlex numbei ot toieigii 
trade thus rising 69 jiei cent as eunijaiied with Mi 
Datta’s 120 per cent increase in 1911-12 

This part ot Mr Jlatta’s work u’ obviously of the 
roughest possible nature It has been shown tliat Mi 
Datta undei-estimated the supply of money by not in¬ 
cluding in his estimate the circulation ot soveieigns 
and the fractional silver currency, and by ignonng 
the probable increase in the velocity ot ciiculation As 
regards the growth of liusincss it is certain that the index 
number 222 for 1911 IS an over-estimate. 

It is impossible to measure the growth of business 
with any degree of precision where complete statistics of 
production of all kinds are not available. But some 
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rough idoci of tho fluctuations in businehS may be gained 
from the siudy of agricultural production and of foreign 
trade during the period The following table shows the 
index numbers of tho estimated production of the princi¬ 
pal crops and of foreign tiadc — 


Index Nunibet.',^ the ateraqe of lS‘DO-f)J to IHOi-Oo —100. 



i 

1 1901 

1905 


l‘)07- 

‘ 1908- 

i 1909- 

1910- 

1 

1911- 


1 

06 

' 07 

08 

09 

I 10 

11 

12 

/ ProdtutxoH 

Rice 

1 101 

100 

101 

81 

91 

113 

111 

107 

Wheat 

' 101 

111 

' 109 

72 

9 3 

113 

116 

123 

Barley 

, 10f> 

no 

no 

108 

in 

130 

124 

134 


90 

89 

IOj 

81 

lot. 

lOfs 

105 

80 

Rnj,„ 

KH 


128 

SM 

129 

115 

133 

90 

Ragi 

' JOl 


102 

109 

lO-J 

123 

113 

101 

Mai/o 

111 

106 

126 

9(. 

135 

Hi 

131 

101 

Oram 

81 

81 

97 

39 

80 

106 

111 

113 

Othci food giaiiis 

90 

90 

105 

8f, 

91 

112 

113 

119 

lyinseed 

W> 

77 

•to 

10 

03 

92 

119 

149 

R ipesecd d. must ud 

89 

103 

111 

92 

110 

133 

137 

129 

Til 

10<) 

111 

132 

90 

117 

143 

129 

108 

Siigait me 

91 

83 

93 

82 

71 

83 

86 

93 

Cotton 

IM r 

in 

1S'(. 

126 

155 , 

185 

164 

141 

Tuto 

no . 

158 

171 

195 

119 , 

121 

133 ' 

155 

Indigo 

>7 

30 

11 

32 

21 

24 

22 I 

24 

Tci 

172 

171 

187 

188 

190 ■ 

199 

201 ' 

206 

Tobacco 

' 95 

107 

112 

9.5 

81 ' 

105 

114 1 

108 

Average 

’ 101 , 

104 

117 

69 

105 , 

121 

120 i 

116 

II Fotet'iu Ttmi, 

Imports 

' no ! 

115 

! 115 

162 

156 

150 

! 

170 

173 

Exports 

1 119 ’ 

no, 139 

111 

127 

156 

159 

164 

A^erago 

; 115 , 

113 

112 

152 

112 

158 

165 

169 

Average of pi odnotion 
and foreign trade 

, 126 j 

121 

130 

111 

123 

no 

143 

143 

Cuircnci 


112 

14.5 

1.39 

152 

152 

160 

164 

Rupee prices 

' 116 ' 

129 

133 

IIJ 

13.3 

132 

134 ' 

141 

Index Numbers 

of production ha\e 

been 

t.iken 

from 

the /’raea 


Repot t, Vol. Ill, pp 392 403 and those of foreign ti idc from tho same report, 


Vol, IV, pp 20-1 The latter rcpicsent the \aluo of imports and exports 
calculated at tho avorago prices of the quinquennium 1890-91 to 1894-95 

Tho index numbers of tho giowth of currency show the fluctuations in 
the circulation of rupees and notes, the aterago of 1890*94 = 100 Prxccs Repot t 
Vol I p 92 For the index numbers of rupee prices see the Report, p 30 
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It IS not pretended that these index numbers give 
a complete view of Indian production. But India is 
an agricultural country, and fluctuations in agricultural 
production and foreign trade must largely determine the 
course of business activity in the country 

The comparatively small increase in agricultural 
production in 1911-1‘2 as compared with the basic period 
will be noted Foreign trade increased much more rapid¬ 
ly On the whole these figures do not suggest that 
business during the period under enquiry was growing 
more rapidly than the supply of money 



CHAPTER IX 

InDIW PltlCEa DURING AND AFTER THE WaU. 

The (tic.it Wai marks anew epoch in the history of 
Indian as ul woiM juices. 

Thoic aic two i/hicl I eat arcs of the movements of our 
prices (lunng I lie war ami tlie two or thiee years im¬ 
mediately following; it (1) greatci rise in the prices of 
exported than imjxnted aitides, and (2j smaller extent of 
ot the rise as cjinparod with that in the leading European 
countiios or tlic ITiutcil States 

Befoie the war the iiso ot jinee«, in India was gieatest 
in the case ot oxjiorted articles, and Mr Datta has cal¬ 
culated the gam re>ulting theiefrom to India in the period 
18tt5-‘.3d to 1‘UI-12 " Eoi rea''OU'^ which will bo dibcus-^ed 
later the puces ot impoited aitides m India lose 
to a gioatei extent in the period lS.)ld-20 than those of 
exported articles This is shown by the following 
table — 


[Table. 


* Report pp ns.39. 
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Index numbers shoiring the rise of prices in 1920 
{1913=100) 


1 ' Rico, fi-vcragc of Mnonqhx/ and /Jnlhim 

2 Whevfc, Calcutta, Club No 2 

3 J^oii (It , ictail 


‘ Rug VI, I )iillaoh, C dlcutta 
^ Tea, aveiago 
Chi, Calcuttv 
I Liii'iccd, Calcutta 
i Raposcccl, Calcutta 
' Sosamuin or til, Calcutta 
Poppj, Calcvitt i 
Castor oil, Calcuttv 
! Juto, raw average 
Jute, maimfattured, gunnv big. 

Cotton, raw. Broach, (Bombvv) 

Cotton manufactures, Yarn, 20s, Boinhiv 
Do T cloth, Bombvv 

Silk, raw, CalcutU 
Wool, raw, Karachi 
! Hides, raw, Bengal 
I Skins, Madras (average) 

Coal, free on lail 
Lao, shell, average 
Saltpetre, Calcutta 
Indigo, Cilcutta 

Total index number for 28 exported a 
Average 

Impor/ed aiUclei 

Sugar, Mauritius, (Bombaj) 

Salt, Liverpool, Calcutta 
Cotton manutactnred 
Grey shirtings, Calcutta 
Grey yarn, Calcutta 


(1913=100)^ 
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Index numbers showing the rise of prices in 1920 
{191.1--=^ 100)—tontd 



3i 

34 

S') 

30 

37 

38 
3y 


Colouri'd Calcutta 

Silk, raNs, Canton lioinOiv 
Jft'taii 

Iron, C dcutti 
Cupper, C.ilfutta 
Spelter, Cilcutta 
Coal, BoinOaj 
Keioiine oil 


304 

213 

323 

142 

142 

209 

221 


Tot il iii(le\ nuiiibct lor 11 iinp<)it<d aitn les 2931 

Uirigt ,. 2Gb 


A\(.ngo indc\ nu)nl)er foi 39 iitielei 
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Piic(“5 111 Iiulia weic hi<rhesL iii 1920. thercditer they 
lell It IS seen that wliilo the iiulex niimbei for 28 
expoitod articles loso to lOo m 1920, that toi 11 
imported articles rose to 2()(j Among expoi ttul ai tides 
the rise ot price was gieatcst m tlu* ( ase <»t sugai, cotton 
manulat tines, skins, coal, lac and indigi) 'Paking both 
expoited and imjioited aitides togetlier, jniees, on an 
average, a little laoie than doubled in 1920 as compared 
with the pre-war yeai 191 d 

In addition to the index niiiuheis of the Commercial 
Intelligence Depaitment, which show annual Huitua- 
tions, we have two scries of index numbeis showing 
monthly fluctuatioiis index numbers of wholesale prices 
in Calcutta (Indian Tiade Jouinalj and those of whole¬ 
sale prices 111 Bombay (Bomba}' Labour Grazette). In both 

* These index numbers are based on piicos gueu ui Inik* Xiimbet-, oj 
Indian prue-i, 18G1 to 192b (CommerLial IntLlbgouco Department) 
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cases prices in July 1914 are taken as 100 The 
Bombay series is based on the prices of 41 ai tides, and 
that for Calcutta on the puces of 71 aitides The gioups 
included in the Calcutta index, but evduded liom that 
for Bombay aie tea, raw jute, jute manufacturos and 
building mateiials (teak wood), the details of the different 
commodities included in both the indices aio also 
diffeient The method of constinoting the index is the 
same in both cases—the unweighted arithmetic aveiage 
IS used, and ceitain impoitant coininodities <iie in¬ 
directly weighted by secuiing (piotations lot moio than 
one grade of such commodities Both indices indicate 
a movement of puces in the same diiectioii, but not to 
the same extent 

While puces m Calcutta lose to then highest point in 
1920, the extent of the rise in the case of dilleKod gnjujis 
was unequal Theie was a shaip use in the pi id* of 
raw cotton in 1918, of cereals and pulses in 1919, 
and of sugar and cotton manulactuics in 1920 

The climatic conditions in 1918 weie adveise, and 
they affected both tlie autumn and the spiing cio[)s. The 
season was on the whole tavoiirable in 1919, but again in 
1920 the laiiifall was deheieut over most ot tin' (oiintiy 
The effect of the seasons is well biought out le^ the l(»l- 
lowing statement showing tln^ piict' ot toodgiaiiis m India 
from 1913 to 1927 - 
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ill per rupee. 


Itu t W1 ii hill'll I ii/i'i (iTiin Birlus H'l'J* 


I'JJ J 7 7 10 s Hi lit ] j 0 17 5 ' 12 G 

1<J1 1 7 (> ■» 1 12 i lO s 10 0 112 11 8 

1217 (> 7 'i 1 12 > 10 (, 10 S 12 7 I 14 5 

1010 f> 1 Si 111 Hi 120 13 3 I 14 9 

1217 7 'I ^ 1 1 } 0 112 12 1 14 2 ' IS 7 

1218 2 7 7 2 <■ (2 2 7 11 7 11 2 

1212 7 7 1 » > t > 2 (, 0 8 7 0 0 

1220 IS 7 7 ■ i 0 7 0 0 2 7 0 0 

1221 7 ! 7 7 (, I . 0 7 2 8 3 7 8 

1222 0 l> 12 7 7 0 7 3 2 7' 87 

122 i I 0 7 i 117 2 7 12 7 1 1 2 2 1 

1221 OS 7 7 lU . 2 : 12 2 1 { 1 8 

1227 >7 (.7 > 7 (. 2 2 10 1 8 8 

i22(. >7 0 1 - . (2 S 7 2 8 2 4 

1227 7 . .1) ^ . s 2 s j 10 ,7 8 0 


(/(/</ > Vniiih I ■. II’ ! Ill I I'l I'll I' I III. piii .1 of ri(c .iiid 

\\ ht il :s w li 'll il. iml 1 h i' Ilf !>’ 1 i 1 >. 1 'in ^ i t nl Ii i-> [xjiiitod out in 

thi Imiii \, s lO I .1 lul'ii'n i.i'm i, ill'll ' W gt'lKl lIU Uld 

till' M I lU'.ii 1 1 lu.. I 1 . u I 11'1 ’-t’l pii.', ci ih.-M. foud-giaiiit. IS ac- 

cnullllilo'l'’ I li '•' ) 

\s (omji Ill'll with I'M ! —lOD) tho i iso ui the piioes 

(il lu ,it .iii'l t In loiiHiM -^1 uii'- 111 I'Mw ,i8 as tollows — 

V. II. 11 221 

III,1,1, ‘2 3 3 

/'i/.n 2iG 

(.uni 23} 

lllll.N 181 

R i„i 202 

'rilf jiiuc <)l lice idsi' —(11 jH‘l emit 111 

I’l II i*s in niosl <uuii(in's woin liiniicst m 1920 as ni 
India, hut (ho o\toii( ot (ho i is*- (with \oiy fow o\cep- 
tioiis) was f 2 ;r(Mtoi than in India As oompaied with the 
pre-wai avoia*;t' (whudi has not tlio same meaning in the 
case of dilleient <‘ountnos), tlie iise ot piiees in 1920 was 
as follows -- 



194 


Country 

No of articles j 

Index No 

India (a) 

71 (Calcutta) 

201 

China (Shanghai) (ft) 

44 (Bombay) 

216 

147 

152 

Japan (ft) 

56 

259 

Australia (ft) 

92 

228 

Egypt (t) 

26 

316 

United Kingdom (ft) 

150 

307 

France (ft) 

45 

509 

Holland (ft) 

48 

292 

Nor^va^ ((/) 

100 

377 

Sweden («) 

47 

317 

Canada (ft) 

236 

244 

United States (ft) 

404 

226 


The causes of the use ot prices till 1020, and of the 
subsequent fall are so well known that a detailed discussion 
IS not necessary The gone lal rise ot prices in almost all 
countries was due to inflation puces loso to a gieater extent 
in countries more diiectlv involved in the wai on account 
of the greater amount of inflation in these countries 

Inflation in India (as in most countiies) took place 
chiefly through additions to the note ciiculation, and it 
may be interesting to study the expansion ot the note 
circulation since 1913-14 

On the last day of March 1914 the total note circula¬ 
tion amounted to Gfl crores The outbieak ot war caused 
some loss of confidence, and in 1914-15 the note ciicula- 
tion actually contracted. But from Gl 6 crores on 31st 
March 1915 the gioss ciiculation grew rapidly until it 
amounted to 174^ crores on 31st Maich 1920—an addition 
of over 100 crores in G yeais 

With the increase in the total ciiculation the invest¬ 
ed portion of the Paper Currency Reserve rapidly increas¬ 
ed and the proportion of the metallic Reserve to the total 

(a) July 1914 = 100 (ft) 1913 average = 100 (0 Average January 1913 to 
July 1914 = 100 id) Average for half-year ended June 1914 = 100 (e) Average 
for year ended June 1914 = 100 
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circulation rapidly declined Before the war the invested 
portion ol the Beserve was limited by law to 14 crores. 
Between November 1915 and December 1919 the legal 
limit was increased to 120 eron's Further, on Slst 
March 1915, of the total securities m the Reserve, 4crores 
were British and 10 ciores Indian s»‘curitics But British 
Treasuiv Bills now began to be used as cover against 
notes issued in India The Government made heavy pur¬ 
chases in India on behalf of the British Government, 
which were panl for by the issue of notes against British 
Treasuiy Bills The amount of ''Uch note-issue was in¬ 
creased by special Acts until it reached a total of KX) 
croies 111 1919 (Act XXVI of 1919) - 

On 3Lst Mai eh FtbS the ^iropoition of the gold and 
silvei held in the Papei (hirrency Reseive lu India 
amounted to 3<S pei cent, of the total circulation, and on 
the last day of May of the same year this proportion fell 
to 22 4 per cent 

Before the wai the provusion of ample facilities for the 
conversion of notes into rupees was a cardinal feature of 

* In Itlarch 1920 h'^islifion \\ ts pis<;o(l which fh<i not reduce the limit of 
pennissihlo iiiNOStmcnt in (120 ciorcs') but alioli-^hcd tho restriction 

<is to tho locale of tho iniostuKiiU ind thou stciling or iiiixio character By 
a further V^t, passed m tliosani' \oar (Vet XLV of 1020) effect was practi 
callv guen bo the recommenlilioiis of the Bihington Smith Committee 
icgardiTig tho constitution of th ' Piper Cuuonc\ Ro'.orNo Tho \ct contained 
both tomporarv and fiormiiicnt pioMsions Under tho fornior, which came 
into olToct on October 1, 1020, tho inpoo and sloi ling soouritios in tho Paper 
Gurrono\ Rosoivo were Inmlod to SV crorc-. instead of liOcrorc^ Tho jicrma- 
nont piovisions of tho Act, ll) fixed tho mvximnm of tho fidiici ir\ portion of 
tho Paper Cm loiic) Reserxo at "iO per rent, of the tot il circulation, exclusive 
of that based on commoiciil bill-., and (2) xnthorisod the i-suo of notes against 
commercial bills of exchange maturing not litci than OOdavs to a limit of 5 
crores 

The maximum limit of seasonal issue was raised from 5 crores to 12 
in 1923 24 and the Paper Cm rciicv (\mendinent) Act of 1925 increased the 
limit of rupee and stei Img securities in tho Reserve from 85 to 100 crores The 
ohanges regarding the management of the Paper Currency and the constitu¬ 
tion of the Paper Currency Reserve recommended by the Currency Commis¬ 
sion of 1926 are discussed elsewhere m the book. 
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the policy of the Govornmeut. vSoon after the price of 
silver began to rise, the absoiptioii of rupees into the 
circulation began to increase, and the necessity of conserv¬ 
ing their reduced stock of lupoi's coinpelh'd the Govern¬ 
ment to change their pobey Facilities foi tlio encash¬ 
ment of notes at Disliicl d’leasunes weio hugely with¬ 
drawn , the convevanee ot specie by rail and river 
steamer was prohibited and an embargo was placed on its 
transmission by post Gatei, iii danuaiy 1919, owing to 
difficulties expeiiencod in mooting in lull the demands for 
encashment at the Currem y OlTices dining the busy sea¬ 
son, the daily issues of lupees to single tendereis ot notes 
wore limited The inevitable losnlt ol those lostrictioiis 
was the depreciation of papoi money At one timi' there 
was serious dangei of the nutc-issno becoming iiiconveiti- 
ble, and inconvertibility could not liavc been avoided but 
for timely help received fiomtho United States of Araoiica 
The United States Congress passed tin' Pittman Act on 
23rd April 1918 which authorised the sale to other Govern¬ 
ments of silvernot exceeding 3r>(),000,()()() silvci dollais fiom 
the holding in the dollai reseive Ot this amount the 
Government of India acquired 2()0,000,0(i() fine ounces 
To supplement the supply of sdvei cmrcncy soveieigns and 
gold mohurs wore issued in 1917 and 1918, but when increas¬ 
ed supplies of silver became available the coinage of gold 
was discontinued, aftei 2,110,000 gold mohurs and 
1,295,000 soveieigns hail been coined 

Inflation would account for a largo part of the rise 
in the prices of articles pi educed in the country and 
exported. Generally speaking, there was no shortage in 
the supply of food-stufts and raw materials in India ex¬ 
cept in 1918 and 1920 

The rise in the prices of manufactured goods was in a 
large measure due to shortage. The cessation of trade 
with enemy countries and the heavy decline in imports 
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from Allied and neutral countries sufficiently explain the 
shortage of imported aitules — 

rt/ import't of i/rinciprd mlttJeH of pm ate ynenhnndtie t 



1913-14 ^ 

1918-19 

Boots anrl slmos, 1000 pairs i 

32nr, ‘ 

638 

Cojil, cokf’, (t( , 1000 toil-, 1 

.WJ } 

67 

Cotton pioc('gno(ls, million %fl-. 

3100 

1123 

(Hass, sheet and pi ito, '-iip ft 

17 

5 

Iron .and steel, 1000 tons 

1018 

181 

Copper, KXX) cwt 

746 

58 

Zinc or spelter, 1000 cwt 

134 

93 

Tin 

12 

28 

Load 

127 

121 

(Tcrmaii silvci. 

25 


^[inoial oil, million gils 

05 

60 

Salt, 1000 tons 

(.06 

120 

Silk pio (0 goods and miNMl, million \ds 

35 

19 

Soap, 1000 cwt 1 

1227 

199 

Sugar, 1000 tons 

1271 

525 

Wolleii piece-goods, million jds 

27 

6 


The dcciease in imports between the years 1913-14 
and 1918-19 was continuous and the position in 1919-20 
was, in most cases, piactically the same as in 1918-19. 
The levival ot the import tiado dates from the year 
1920-21 

On the last day ot March 1927 the total circulation 
ot notes amounted to 184 crores, or about 18 crores more 
than on 31st March 1920 Coinage, however, has been 
much restricted In the foui ;yoars 1916-17 to 1919-20 
the coinage ot silver at the Calcutta and Bombay mints 
amounted to no less than 114 crores, or an average of 36 
crores annually Between 1922-23 and 1926-27 the coin¬ 
age of silver annually did not exceed a crore 

Om puces have fallen since 1920 in a large measure 
in sympathy with foreign prices 

We may conclude our discussion of prices with a few 
general observations 

A well-known American writer ascribed the slower 


t StatviUccU Abstract for British Indta^ Ist Issue of the New Senes 
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movement of Indian prices during the war to the influ¬ 
ence of custom and defects in commercial organisation . 

“Oiiental prices in the past h<nc moved more sluggishly than occidental 
prices Commercial organisation is less advanced and custom plays a larger 
role in economic ns well as in so( 1 il life The reniaikahlo fact brought out 
by the Japanese and Indian compansons is not that mcioasc in price was loss 
than that in the distant scat of war or in Amerua, on which tho 
bolligoreiits wore drawing so heavih foi supplies from the beginning of 
hostilities It is rather that tho levolutioii of hmiopein pi ices caused by tho 
war affected so powerfullv tho cconomie f<n tunes of tho biown and yellow 
millions on tho opposite side of the globe "* 

Indian comnieicial organisation may he les-s advanced 
than the Amcinan or Euiopean, and theie is much econo¬ 
mic fiiction in India That, however, did not prevent 
Indian puces fiom using more rapidly befoio tlie War tlian 
EuiojnMu |Mi<t*s 'riie slowci movciiKMit ot rndiaii puces 
dining the Wai was, as we liave seen, not duo to the 
influence of custom oi doft'cts in (‘ommercial organisation 
but to the fact that the causes whicli ra'sed ])riees in 
Europe and America were woiking m India in a much 
attenuated foim 

Wcsteiii writcis have always legaided India as a land 
of custom and tradition Like l\Iit(}io]l, Kemmerer, a 
close student of Indian (urimn y [iiolilems, in accounting 
tor the ahspiKO ot any appreciable coirelation between 
the rise in exchange and the (all in prices cluung the 
peiiod lS(J5-f)9 invokes tho aid ot custom — 

^AVliile there arc toices that teml to cause a lough 
correlation between the two movements, tbe price move¬ 
ment tends to lag behind the ‘exchange’ movement, and 
the response is particularly slow and impeded by econo¬ 
mic friction in a country like India, with its isolated com¬ 
munities, and its lespect tor custom ”t 

And again — 

“While India’s exports and imports in the absolute 

* lutemalioiud Price Compartsoni by W C JMitchcll p J7 , 

\ Modem Currency Rejoimn^ p 63 
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are large, still, m the main, the people of India live on 
their own products, and a large part ot those products run 
their life history from production to consumption in a 
very small territory They li.ue only the remotest con¬ 
nection with foieign trade, gold, and the gold exchanges 
One familiar with Indian e( ononiu conditions at the 
present time would be ineliin'd to regard the emphasis 
placed on the isolation of coininiinitK > and on custom as 
extravagant So far as the detenu mat ion of yirices is con- 
ceriH'd, paitieulaily tlie pliers ol < onjinoditit‘> which are 
cxpoitcd and iinpoitisl. tlie iiifineine of fiistoin in India 
IS niether gieater iioi lov>, than in other rountiu s India 
is no longer an isolated eoiintr^ Theie ai(‘ no large 
isolated communities in Indni India is (oveied hy a net- 
work ot railways whieli have closely intei-connected the 
remotest paits of the (oinUiy The isolation of the Indian 
village is a thing of the past—it was hioken by the lail- 
ways That the puce movement should have lagged 
behind the exchange movement in 1895-99 is not incom- 
prehcnsihlo That wouM h(> so not only in India but in 
most countiies It is also not tine that a large pait of our 
products have “only the lemotest connection with toieigii 
tiado, gold, and the gold exchanges ” Almost all impoitant 
food-giaiiis and law mateiials aie expoited in Luge or 
small quantities all kinds of mannt.ietuied goods aie 
imported The extent to which we do not live on our 
own products, particiilaily a> logaids maiiuta' tiirod goods, 
was fully realised dining the AVai Foieigu tiade has 
much to do with the jirices of oui tood-giaiiis and raw 
produce. The prices of millets like )Oitar and hnjra may 
not be directly govoined by the woild price, but they are 
influenced by fluctuations in the pnee ot wheat And the 
effect of the sensational rise in oiu exchange in 1920 to 2.v. 
lO^d. and of the equally sensational drop in exchange in 
1921 upon our expoit and mipoit tiade and the prices of 
exported and imported articles is only too well known. 
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India IS changing very rapidly, politically as well as 
economically The semi-medneval conditions winch most 
European writers imagine still exist in India, have dis¬ 
appeared The study ot prices alone would sliow that 
the India of to-day is very different from the India ot 
fifty years ago. 

As regards the effects of the rise of prices, there is a 
general agreement now that the use in tin* piico of food- 
grains IS not an uiimixed blessing to an agiicultuial 
countiy like India It eniidles the laige taiiiiei who has 
a good deal of land and who produces iiioie than hij con¬ 
sumes. But India IS a land of small laiiiiois—the avei- 
^ge size of the holding, as we have seen, is small, and 
it tends to grow smaller The Babingtoii Smith Committee 
recognised (and the vietvs ot the Committee wi're tnlly 
accepted by the Coveinment ot India), that ‘‘The agiienl- 
turist who has little surplus pioduee to m* 11 .iiid lives on 
what he pioduces would, in so fai as he maintains himselt 
on his own produce, be uiiatfected by a use in the piieo ot 
food-stuffs,” and that very often the incieas(‘ in value 
benefits, not the cultivator but the money-lender, who 
makes advances to the cultivatois for his mamtenanee and 
seed The Government of Indui in a memorandnm sub¬ 
mitted to the Committee stated that ‘ Thmc is no longei 
any room tor doubt that the h sultant inerease in the 
expense of living due to the high puces ot iood-guiins, 
also ot other necessaries, such as cloth, keiosuu' (jil, ami the 
hardship which the increase has entailed on the poorer 
classes and those on fixed incomes has been a vciy impor¬ 
tant factor in promoting unrest and discontent ” 

One IS glad to note that the Government and othcial 
writers generally take a moie sensible view of the whole 
question now than they did sometime ago Not long ago 
the theory was projiouiided by Mi iJatta ot the Puces 
Enquiry Committee that rising prices were beneficial to 
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an agricultural country. “There can hardly be any doubt,’’ 
lie «aid, “that lu an agricultural country like India, rising 
prices would be bt nehcial to the country as a whole.”* 
The view that the gieater jiortion of the community is 
benefited by falling puces, Mi Datta thought, was applic¬ 
able to an industricil country, not to an agricultural country 
like India, where 73 percent of the population are depen¬ 
dent upon agncultuie lint in a memoiarnlura which he 
prepared for the liabingtun Smith Committee wo find Mr 
Datta speculating as follows n*garding the effects of the 
rise in the ]ui(es of agiiciiltnial produce 

“ A coiiMtloMtle ptoportion of tho agnc.ulturi'.ts and labourers live from 
hand to mouth, and the unprccLdcnlcd nv in the pricci of the bare necessaries 
of thtir liNOh Is prishing \ir> h\rd upon tlum Tho only classes of 
agriculturists who arc able to soil a considerable share of their own produce 
and thus got a substantial income aic those who giow iice m Burma, wheat, 
cotton, oil seeds and ]ute, ind cm n inviu of these cultuatc these things only 
to a comparati\< 1\ sin ill t xtciit, and weie ible to sa\e little or nothing iii 
pro war tunes I'lie total len.igo eultn ited with these crops is only about 
25 per cent, of the lotil eultix it<d ii< i, iiainelv rice in Burma 4, wheat 9 5, 
cotton 5 0, oil seeds 5 1, and jute 1, so that high prices ma> at best benefit 
only 25 pi'r Cl lit of tho igricultuusts, or about 1'2J percent of the whole 
population In man\ of thesa cisl'. igiioi lut and uneducated as the great 
majority of them aie, the profit, aeeiuiiig fr m high prices haxe not reached 
them, but haNO onh filled tho iwekets of the iniddleinau and exporter A fall 
in prices will therefore be welc mio to piobibh ibout 85 per cent of the 
population ” 

It Is somewhat dithciilt to iinderstaud how the great 
majority of the population woie benefited by the riue of 
prices befoio tlie War if tho fall of prices after 1920 was 
welcome to 85 percent of tho population The percentage 
of the total area cultivated with rice, wheat, cotton, oil¬ 
seeds and jute was not higher before the War when Mr. 
Datta made his investigation One would also think that 
the Indian cultivator was not less ignorant and uneducated 
in the pre-War days than now, and therefore it was not 
more difficult for the middleman and the exporter to cheat 
him of his legitimate profits than at the present time. 

•PncM Report, p 136 
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Value of coinage in lakhs of i2».t 



Silver* 

Nickel* 

Bronze* 

Total 

1913-14 

131.) 

28 

20 

1363 

1914-15 


217 

26 

4 

24T 

1915-16 


162 

4 

1 

107 

1916-17 

3077 

24 

7 

3108 

1917-18 

2387 

41 

16 

2444 

1918-19 

5205 

157 

20 

6382 

1919-20 

3 

772 

250 

28 

4060 

1920-21 


341 

55 

15 

411 

1921 22 


100 

16 

1'4 

177 

1922-23 


62 

5 

9 

68 

1923 24 


50 

21 

1 3 

72 

1924 25 


33 

38 

26 

74 

1925-26 


30 

45 

0*5 

82 

1926-27 


50 

28 

64 

84 

* Rupee, 

, i and J rupee. 



’ i, i. 4 rupee and 1 anna 



* Single pice, J pice and pics. 





Paper Currency^ 





dross circulation 

Proportion per cent of 



on 31st ifarch 

gold and sihor held m 




Lakhs 

India to gross circulation 

1914 



6011 


65 

1915 



6162 


65 

1916 



6773 


52 

1917 



8637 


36 

1918 


! 

9979 


38 

1919 



15346 


38 

1920 



17452 


48 

1921 



16615 


54 

1922 



17476 


58 

1923 



17470 


64 

1924 



18585 

55 

1925 



18419 

54 

1926 



19334 

55 

1927 



18413 

69 

1928* 



188261t 

76 

1929* 



18803 

71 


t The figures are taken from the Statwticul Abstract for Brxtish India or 
based on those given m the Abstract 

* Return of notes in circulation published in the Capital of Calcutta, 
dated 11th April 1929 

tt Figure for 28th March, 








bdex Numbers of Wholesale Prices in Calcutta by Groups of Articles. 

{Prices til July 1914 = 100) 


Bei^ipouitnoo {jy 

(poo Vi 

Siup|m(i 

pajnpi’jntiwui 
pii« M1>J J'MHO 

sui5[x pii« saptji 
pUH 

JOOW) ‘SD(11X31 JOqiO 

^njujDwj 
nubiu iiojioj 

vvua uojioj 

sajnpujnuBiu ojnr 

win .nnf 

pj«Vnj^ po 

spiw^ (i{) 
'.optjjw poo; J^qiO 

aii3ns 

hasinj 
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CHAPTER X. 


Indivn Curukncy, 1835—1897. 

The rupee was established as a standard com through¬ 
out the teintones belonging to the East Indian Company 
in 1835 Before that date a groat variety ot gold and 
silver coins circulated in diffeiont parts of the country, 
silver rupees being used chietly as standard money, 
while the value of gold coins depemlod upon the market 
price of gold The cuculatioii of several dououiuiatioiis 
of coins in the countiy tauseil groat mconveniouco to 
the trading community and to the Government, and we 
find the Court ot Diiectois, m thou Despatch dated 
25th April 1806, approving the recommendations of their 
officers in India “ tor the adoption of one general system 
for the formation of the coins for the currency of the 
whole of our possessions on the contiiiont of Asia,” for 
they were “ fully satisfied the evils complained of can 
only be removed by the intro<iuction ol a gold and silver 
coinage of one weight and tinoness, such com to be¬ 
come the universal measure ot value for British India 

No less than 27 varieties of rupees were current in 
Bengal, and in the Punjab, before the tune of Ranjit 
Singh, currency conditions were not less chaotic. Ranjit 
Singh closed all the mints cKcept. those at Lahore and 
Amritsar, where the Nanakshahi lupee was first coined. 
The Nanakshahis wore “the national cunoiiry ” of the 
Punjab. They were divided into three series, called 
the porane^ coined from 1796 to 1814, the chulme^ coined 
from 1814 to 1824, and the chilte, coined after 1824. 
The porane circulated at a discount with the chtilme and 
the chulme at a discount with the chilte All throe were 
* Bepnnted 1898 East Indian Currency, No lii7 , para 4. 
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at a discount with the Company’s rupee, in spite of their 
greater intrinsic value The artificial value given to the 
Company’s rupee over the porane and the chulme was 
due to the fact that neither of those coins was received 
at the Biitish treasuries* 

About the same time 16 coins, in aildition tu the 
Coiniiany’s lUjiee, were current in liajputaua, and they 
wore “ as much a marketahh* article as opium, cotton, or 
any other stajile of commerce 

In their Despatch ol 180() the Couit ot Directors 
clearly endorsed the piinciple that ‘ the money or com 
which IS to he the principal moasuio of property ought 
to bo ot one metal only, " ami ilefided that for India .such 
coin must he ot silver The standaid weight ot silver 
coins issued from the mints uf the thice Presidencies 
was as follows — 

Calcutta Sicca lupce 179§ grams 

Madras Arcot lupeo ITtij ,, 

Bombay rupee 179 ,, 

The weight of the silver com originally issued from 
the Moghul mints was one sieca, or lU mas\a ==179§ troy 
grams “ We shouhl be inchneil,” wrote the Court of 
Dircctois, “ to propose this weight for the com under 
consideration, dul wo not think it would answer a good 
purpose to fiK the gross weight in whole numbers . we 
should thereforf> piefei the weight of ISO troy grams as 
the nearest to the sicea weight, and in so doing we 
are not aware ot any mconvemeuce resulting therefrom 
at either of our Prosidoiicies, but we are rather inclined 
to think the measure will be found useful, inasmuch as 
it will produce a greater degree of simplicity m the 
valuation of the com m respect to other money.” (Para. 8) 
The Act No XVII of 1836 made the silver rupee 

‘ Papers Relating to (^East Indta) Comage, I860 (*Vb, />, 24, 

* Ibtd p 29 
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of 180 troy grains, eleven-twelfths fine, the standard 
throughout Bntish India The weight and the fineness 
of the rupee have lemamcd unaltered since 1835 
The Position of Gold in the Currency 
By section 9 of the Act of 1835 it was enacted that 
“ no gold com shall henceforward bo a legal tender for 
payment m any of tlio territories of the East India 
Company ” The Court of Directois, however, in the 
Despatch of 1800 had stated that “ it is not by any 
means our wi'^h to introduce a silvei currency to the ex¬ 
clusion of the gold, where the latter is the general 

measuie of value, any more than to foico a gold com 

whore silvei is the general measure ot v.iliie ”* 

In paia 10 ot the Despatch they cleaily defined their 
attitude towards the use ot gold as currency — 

“ Although we aie tully satisfied ot the propnoty of 
the silver rupee being the principal measure of value 
and the money ot account, yet we are by no means 

desiious of checking the circulation of gold but of es¬ 
tablishing a gold com on a piinciplo fitted for general 
use Tins com, m our opinion, should be called a gold 
rupee and bo made ot the same standard as the silver 
lupee, iiz ^ 180 troy grams, gioss ■weight, and 165 troy 
grams, fine gold, also divided into halves and quarters, 
so that the coins ot both gold and silver should be 

of the same denomination, weight and fineness.” 

In view ot this pronouncement it is ditficult to 
understand why the gold pieces coined imdei the Act 
of 1836 were deprived ot tlie legal tender qualit}'. By 
a proclamation issued m 1841 officers m charge ot public 
treasuries were authorised to receive the gold coins 
struck under the provisions of the Act of 1836 at their 
denominated value, until they should have passed a 
certain limit of lightness, when they were to be taken 


Para. 22, 
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as bullion only, by weight It is also not clear what was 
the precise object in requiring public treasuries to receive 
gold coins which were no longer legal tender It was 
certain that so long as the inarkct price of gold exceeded 
the denominated price of the foin in sih’cr, no gold 
would be brought to the (ioveininent, but if the market 
price of gold fell below the silv( i denomination ot the 
coin, gold would aciuinulate in (loveinment treasuries 
and this gold could not be use<l by (xovernment in mak¬ 
ing payments to the public as it was not legal tender 
Such was actually tlie lesiilt of the proclamation of 1841 
In a lettei to the Court of directors, dated 2nd July 
1862, the Government of India pointed out that there 
was 30 lakhs of rupees worth ot gold in Government 
treasuries which was of no use to them “This amount 
in itself,” they said, “would not have embarrassed us, 
though obviously there is no ailvantage in being in jios- 
sessioii of so large an amount of com of which we 
can make no use in aid ot the public expenditure in India 
But we have reason to believe that speculations are 
already in progress for foiming connexions with Australia 
for the express purpose ot biingmg up gold when the 
direct lino of steam communication is opened next year, 
in order to take advantage of the (Toveiiiment proclama¬ 
tion ot 1841, by which gold is still leceivable at 15 
rupees to the so-called gold piece , and in this case we 
run the risk ot being seriously inconvenienced by an 
excessive stock ot this metal ”t 

The Government of India proposed that the pro¬ 
clamation of 1841 should be withdrawn. The Court 
of Directors agreed with the Government that it 
was important at once to check the receipt of gold 
into the Indian treasuries, but they pointed out that the 
proclamation of 1841 was not intended to bear the inter- 

t Papers Relating to Coinage, JSaM India, I >itO, pp 45~4(i 
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pretation which the Government had given to it It 
did not, they said, impose upon the officers in charge 
of treasuiies an obligation to give silver for gold, but 
only authorised them “ to receive gold in eveh.ingc foi 
silver if it suited their conveiiieiice to do so ” By a 
notification issued in December, 1802, it was declared 
that beginning with January 1853, “ no gold coin will 
be received on account of payments due, oi in any way 
to be made, to the Government iii any public trcasiiiy 
within the teiiitoiies ot the East India Company ” Gold, 
however, continued to be leceived into the mint foi 
coinage under the Act of 18 i5 

While the action taken by the Goveinment tended 
to discourage the use of gold as cutieney, the fall in 
its price, consequent upon the discoveiies of gold in 
Australia and California, consideiably increased the ile- 
mand for gold Memorials were subinitti'd to Govei n- 
ment by various Chambers ot Commeico piaying lor the 
introduction of a gold currency The more impoitant 
proposal^ made with a view to encourage the use of 
gold as currency were (1) the introduction of the 
sovereign or some other gold coin which should circulate 
at its market price from day to day measured in sdver, 
(2) the introduction of the English sovetoign as legal 
tender for ten rupees, but limited in amount to 20 
rupees, and (3) the change of the monetary standard 
from silver to gold, silver tokens to be used as siiboidi- 
nate coins These proposals were examined by Mr 
James Wilson in a minute entitled “Proposals to intio- 
duce a Gold Currency in India,” dated 25th December 
1859 He thought, and rightly, that a gold coin whose 
value as measured m silver was fluctuating from day 
to day, could not be used as currency To the pioposal 
to permit the circulation of the soveieign as legal tender 
to a limited extent of 20 rupees, his objection was that 
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tho sovereign would not. eiroulate so long as its value 
was above the ratio at which it was made legal tender, 
and that every effort wtaild be made to force it into cir¬ 
culation if its value fell below that ratio The result 
would be that those who recmved tlie sovereigns m pay¬ 
ment of small sums (railway (omjiauies and small dealers, 
for oxarnjile), w'oiild not lie al>lc to use them in 
making huge pa 3 m(mts w’lthoiit iisk ol loss This objec¬ 
tion did not a[)|)ly to a rdiange in the standaid from silver 
to gold, and Mr Wilson admitted tliat il (lovernment “had 
to b('gm r/c WHO, roiiveiiumce wmuld point to a gold 
standaid with sdvei tohmis ns tlie best ” Jhit he thought 
that 111 a eouulr>' when* all ohligations ha<l been coiitiact- 
od to 1)0 paid 111 to (li.ingo the standaid liom siher 

to gold, bei ,\ns(' gold liad depieeiati'd would be to defraud 
tho cieditoi loi tlie ad\aiitage of the debtor and to bieak 
puhlie failli Ills Slew w.is tliat a well-regulated paper 
ciuieiiey was moie de-siiahle than gold in circulation, and 
he suhmittisl his piopos.iK lui a (Toveinmeiit paper ciii- 
ien <3 111 a sepeiate imnuti' 

To .James WiKon's plan lor a papei cuiieuej' it was 
obj('cled that tile |»eople ol India would be slow to apfue- 
ciale the advantages of papei 11101103 as tioin lime im- 
meinoiiul till ^ weie aceuslomod to (lie Use ol 11101103 ’ of 
mil iiisie value 

The case tor tho lutioiluctioii ot gold into circulation 
111 India was abl 3 ' argued b 3 ’ Sii (’liailes Tjovel 3 aii 111 a 
niiiiule dated ‘iOtli .lime, 18()1 Iiiioimatioii colieeted b 3 ' 
Sii Charles 'riovel 3 Mii liom all paits of India slioweil that 
tlioie was a goneial dosiio tor the mtioduction of gold 
coins 111 India , that tho people ot India w’oro well-acquaint¬ 
ed with tho sovereign, ami that thoie w’as every reason to 
think that tho introduction ot the sovereign would be well 
received and that it would circulate freely at 10 rupees 
The yooretary of State, however, did not think it advisable 
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to make the sovereign legal tender, but as an experimental 
measure he suggested that the sovereign and the half- 
soveieign should be leceivod into and paid out of public 
treasuiies in India foi ten and five rupees respectively, and 
effect was given to this proposal by a Government noti¬ 
fication m November 18()4 But the rate of ten rupees to 
the soveieign was below the maiket value of the sovereign, 
and therefore it failed to attiaet sovereigns to Govern¬ 
ment treasuiies The late was laised to Rs 10-4 lor the 
sovereign and Rs 5-2 lor the half sovereign in Octobi'r 
1808. Slioitly afteiwaids the gold price of silver began 
to fall, which entirely changeil the Indian cuireney situa¬ 
tion, and the Government ot Iinlia adopted the following 
Resolution on the subject of a gold cuireney on 7th 
May 1874 — 

“The expediency of intiodiKMiig a gold euiiency 
having been coiisulered, the Goveinoi-Gencial in Count il 
IS not at present prepared to take any stej) for the le- 
cognitioii of gold as a legal stamlard of value in India " 
2'he Fall in the Gold Value of Siher, 

The fall in the gold v'^alue of silvei commenced in 
1873, and by 18‘J3 it amounted to 40 pei cent. 

Expert opinion was divided as to the causes ot the 
fall. On the one hand it could not be denied that the 
production of silver had incieased The domainl for silver 
had, at the same time, decrease<l owing to (a) the cessation 
of free coinage of silver in Germany, the Latin Union and 
Holland, and {b) diminution in the Indian demand for 
silver caused chiefly by increase in the sale of Council bills 
It would, therefore, appear that the change in the relative 
values of the precious metals was duo to causes affecting 
silver On the other hand, there is a good deal of evidence 
to show that during the whole penod, 1873—1893, gold 
was appreciating owing to causes affecting gold itself— 
decreased production and increased demand for industrial 
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and monetary purposes If the purehasing power of gold 
and silvoi m terms of commodities is considered, it is 
found that the fall m the goI<I valui; of silver far exceeded 
the fall in the value of .sil\i-r as mcasurerl by purchasing 
power over eommodities either in China or lu India, while 
the purchasing power oi gold over commodities in Eng¬ 
land inereasetl very c.nisnlciably The movemenrs ot gold 
and silvei pnees unmistakably show that th (3 change mthe 
relative values ot the juccious metals was [irimanly due to 
the appreciation ol gold, not dejiieeiafioii ol silver 

Whatevei be thecausi's of tin fall m the gold value 
of Sliver, Its eireet oii fndi.ui linaine was most serious 
The Home Cliarges amounted then to about I!!!fXX) 
amuially Tin* Home Cliaiges npiesmit a steiliiig obliga¬ 
tion of the (Toveiiuneiit ot Iinlia, while the revenues of 
the (Tovornmeut ate collected m silver Every fall in the 
gold value of the rupee thus meant a real addition to the 
burden of tiio Home Cliaiges. 

In a note dated Idtli duly U B Chapman, 

Societaly, Finaiieial Dt'paitnn'nl ot the (Tuverninont of 
India, pointed out that fiom l.’H tinn's gold hail risen to 
be worth about 20 times its weight in sdvoi, and that the 
tall in e.xeliangc to I' Id lia<l made it necessary for the 
Government to find 2 eroros of rupees annually in excess 
of what they had at tlieir disposal “The task,’’ he wrote, 
“is formidable enough to cause dismay It will be requisite 
to give up all administrative luxuiies and even some neces- 
saiies Resort must, moreovei, be had oven to new taxation. 
Bat a loyal and combined effort must bo made I see no 
way of escape from the painful exigency “ 

Any considerable increase in taxation, however, was 
not practicable for political reasons and the situation was 
one of great difficulty. 

Apart from increasing the burden of the Home 
Charges, the fall in exchange tended to check the invest- 
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ment of foicign ca]ntal in Tmha ami IowokmI tho gold 
value of tho salain"^, paid lu ol tho hluropoan 

employees of the Govetninent It alho made foreign tia<lo 
a gamble in exchange. 

In view of llie ultimate establiNhment in India of tho 
gold exchange s^stcmiit is interesling to learn that as eaily 
as 187() it was pioposed to seenri' stability ef exchange by 
closing the mints to the coinage ol silver and giving the 
rupee .in aitificial gohl value Tiie main femtures of this 
plan were described in a h'ttei by Ma^oi-Geneial Kuhard 
Strachey to the Editor ol the Pall MaU Hudqct^ dated 
10th August 1871) It was suggested that the mints 
should bo closed to the ticc coinage of silvoi and tlio 
rupee coinage phu'cd eiitiiely umhu the contiol of tho 
Goveiiimont that as a tcmjioiaiy aiiangcuiicnt thi' mint 
should be opened for gold .iiid that the gold value of tho 
rupee should bo fixed at about Is* lid and notes issued 
against gold at fixed rates 

The authorities in India did not appieciato the novel 
idea of establishing a gold stamlaid witli a curioncy main¬ 
ly composed of token silver lupees issued by tlie Govoin- 
ment. Major-General Strachey’s letter called forth a 
spirited reply f from U B Oha[)man, Seerfdaiy, Eiiiancial 
Department of tho Governmmit of India, and in their 
Despatch to the Secretary of State dated 13th October 

t “ I am astounded that jon should pioposo such .i tremendous heresy 
as a '[Kmuincnl divorce between the standard and the curioncy Surely this is 
nothing in tho world but an mcoiucrtihle ciiircticy, limited, it k true [(though 
I observe that > ou would not even hunt it ah'^olutoly), but still iiiujuvutiUe 
If we are to go in for an inconvertible currency, why should we go tho useless 
expense of having it in nlier , surely it would be only commoiisonso to go to 
2 xiper a,t oncQ"^ I have seen plainly that we must go through a period of in¬ 
convertible currency of silver with a gold stundaid , but I have always looked 
upon this as an evil of tho first magnitude from which wo should use every 
exertion to escape at the very earliest opportunity It startles and staggers 
me that you should say that such a man as yourself, to say nothing of tho 
rest of the powers that be at tho India Office, should have boon seduced 
into thinking otherwise for an instant. Have you not altogether under- 
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flit' ^^lovornmont of India expressod their views on 
the prupos.il in no iinci‘it.iin (crrns 

'rii<‘ (Joveniirifiit of India lavoiired the settlement of 
the silvt I <|U( st ion l>y internaln nal ap;reement, hut they 
were ol opinion 1 h.il it an international conference faile«l to 
aiMV(' .il a -.ilisl.u i(ji V decision iefi;a!<linp; silvei, it would 
!>(' net CSV,Id st.»p the flee coinaj^eol silvei and intro- 
rline a ejold stand.iid with a ( nnen< y in India An 
inli'i n.ition.il M<>ni1.iiv (’unleieiK (‘ was convened ,it 
lilU'sels 111 hnl it suspended its laliouis on DeCf'm- 

her 17, wifhoiit (oinintij to anv definite coiuliisiuns It 
was to meet a^MiH on 30tli Ma>. l-S'd’i, it the various 
(Jovei nnients wlinh wcie iepiesonle<l in it appioved But 
it nevei iiiel a^aiii. A inontli hefoie the iiK'etinc; of the 
Bi iissels foilfeicm e till* Se( letai \ of State tor India had 
ap])()inted a (’ill leiK V foniniittei>, picsnled ovi'r hy Lord 
Ileisehell to toiisidu the pioposaNot the (-Joveininont of 
India The (’oininittcs' acceptcsl these pro[)osals with 
some iiiodilic atioiis Acting; on the advice of the Herschell 


rittvl the\oliiiii<’of our siImt curronc\ too’ \ tiuo sihor subsuliarv cur 
rc’u > imi ,t I iiuiiit nil, l>. as i note ouin ii< \ i- it must lx; issuod 

oiih III I \i.li lie'• f )i ^ >1<1 Uhl t’h St iti'slioul'l b' LompSlcd to gi\c gold for 
U it o'liui nii'iiL I 'uti*''' ('ll di'inand, o\cr\ \shcr»' (bits on these conditions 
will ,i-<il\. I suli,idiii\ (iiiiiigi' Ix'on i nalli sound f'Xitmg , and uix>n this 
footingi’voii Indii will not Mint, I holimc, moio than 30 crorcs at the cutset 
ifiiidei'd she wants i-, much You cannot soriousK think mc could/or a 
jH I ni'tiii IK 1 / iinid c illmg 111 tho 170 croros of rujicos thit mo should hn\c in 
e\u ss of om M uil-> Noi can 1 soiioiislc botie\o thit an accuralo thinker 
like jdursolf Mi)ul(Ul«'Iiln I itol\ con•^c'nt to entrust to an> Govornment on earth 
tho poMcr to issuo e>G/I < at its disciotion f'J/a// fff/a/ (rndtr 

No hninvii (Tovoriimoiit lot ovisted Mho could bo tuistod Mith such a power ” 
Wo arc tlius ([uito iwaro that our btandird of \aluo might boenhanced 
without au> inimodialo change in the bcxlj ol our currenci , and that wo 
might, fora time, cnjo\ manv of the .ulvaiitagos of a gold standard, without 
undergoing the expense of introducing a gold curronc} But we wholly dis¬ 
trust the adiiee and conclusions of thoi,o who think that such a state of things 
could bo tolerated pormanonth, or even for anj considerable length of time 
in other words, that wo could introduce an oubancod standard, and yet, in- 
dofinitol>, obcape the obligation to introduce an enhanced currency ” 
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Committee the Grovernment clohed the mints to the free 
coinage of silver by Act No VIII of 1893, passed on 
26th June J893 On the same date three notifications 
were issued, the first providing for the issue of rupees in 
exchange for gold presented at the Indian mints at the 
rate of IBrf to the rupee, the second authorising the receipt 
of sovereigns and half-sovereigns by tlie Q-overnment 
in payment of taxes and other (Toveininent dues at 16o? 
to the rupee , and the thud providing for the issue of 
currency notes in exchange for British gold com or gold 
bullion at the same rate 

Foteiqn Trade, tS73—Do 

By itself a fall in exthango tends to cheek imports 
and to stimulate expoits The iinpoits aie checked be¬ 
cause the fall 111 exchange increase'' the cost, as measuied 
in rupees, of the impoited aitides and reduces the profit 
of the importer, unless rupee price can be raised propor¬ 
tionately. Exports are stimulated (other things being 
equal) because the same gold price received for goods sold 
abroad means a higher lupee price But any serious 
check to imports must react on exports Further, it is 
contended that the producer or cxportei makes a gam 
only at the expense of other classes of the community, 
particularly the labourers, and only so long as wages and 
other elements of cost do not rise In a Despatch to the 
Secretary of State, dated 9th November 1878 the Govern¬ 
ment of India considered it doubtful whether the fall m 
exchange had exercised any beneficial olFect at all on the 
trade of India , they also pointed out that the eftect of the 
fall had been much obscured by seasons of extreme 
drought, commercial depression and political troubles. 

During the whole period or falling exchange (1873— 
95) imports into India increased by a larger percentage 
than exports The total value of imports of private 
merchandise in 1873-74 was 31, 62 lakhs and of exports, 



64,96 lakhs. In 1894-95 imports had risen to 70,16 
lakhs, or 122 per cent, and exports to 108,81 lakhs, or 
98 per cent The greater expansion of the import trade 
as compared with the export trade is explained by the 
very considerable fall in gold puces which occurred during 
this period It would also seem tliat while a stable exchange 
IS an undoubted convenience to tiade, a countiy’s foreign 
trade may prosper in spite of a tluctuating exchange 

The IGd rate had been chosen as it represented the 
exchange value of the rupee in the years immediately 
preceding the closing of the mints to the coinage of silver 
Government hoped to prevent a fall in exchange below 
16d by “ starving the circulation ” If, while population 
IS increasing and trade is expanding, the growth of the 
currency is restricted, the elFect would be to reduce the 
volume of the curiency in relation to tiade The closing 
of the mints was, however, followed by a fuither fall in ex¬ 
change, and the fall continued until the rupee touched its 
lowest point, 12|d in January 1895. This was due to 
several reasons (1) Some 20,000,(XX) rupees were coined 
by Government immediately after the closing of the 
mints This represented sdvor leceived from hanks and 
others shipped to India before the closing ot the mints 
(2) Many millions ot rupees were nnpoited into British 
India, where the face value of the rupee was greater than 
its intrinsic value, from the Native States (3) Rupees 
also came out of hoards. (4) There was an increase in the 
net circulation of notes, as can be seen fiom the following 
figures — 


Lakhs of rupees 

1892- 93 . 26,40 

1893- 94 30,41 

1894- 95 30,70 

(6) Finally, the Council bills sold by the Secretary of 



State m 1894-96 amounted to about £17,(XX),000 as com¬ 
pared with £9J millions sold in tlio pie<‘c<linp; year The 
efiect of the increase in tho sale of Council hills was to 
reduce the cash balances in the (Tovornmeut treasuries and 
to increase the number ot rupees in ciiculation 

Having reached its lowest level in January 1896, the 
exchange value of the rupee began to rise, and in tho 
latter pait of 1897 it nearly touched Kid Tlie years 
1895 to 1898 were a period of the apjucciation ol tin* 
rupee in terms of gold The (.xcliange value ot the rupi'e 
was now coinplctcly divorce<l ftoin its bullion value and 
tiactuated independently of the puce ot silvm 

In August 1897 the (xovei nment ol Imlia wcie asked by 
thoSccietary ot State whethei they weie in lavom ol le- 
openuig the Indian mints tosilvei it Fiance and the ITnit(sl 
States of America opeiuvl tlimr mint'' to 'ilvtu as well .is 
gold The Govornnient of India saw no veiy good le.isous 
for adopting the course suggested They pointed out th.d 
the return to sdver monometallism would cause an intense 
distuibance ot trade, and in case the expeiiment failed, the 
wliole cost of failiue would liave (o be paid by India alone 
Further, iiiteinational bimetallism couM not suc(>t>(Mt with¬ 
out the co-opei ation ot tlie United Ivmgdom, and siiuc 
the United Kingdom was not pieo.ued to ( baiige hei 
monetary standaul, the liest possible' couisefoi India was 
to link her cuiiency system with that of the TJnitisl King¬ 
dom, the country with which her tiail.' and linancial ( on- 
nections were most inlimati- The Covei nnicnt, (d Indi.i 
finally (h'clined to give the nndeit iking dcsinsl b) hh in<-i> 
and the United States In view ot the tact that then eui- 
rency policy had sneci'Mhid in anesting the bill in ex¬ 
change, their ob)cclion to re-opening the mints to the 
coinage ol silver, winch meant a reversal of then policy, 
was well-founded 



CHAPTER XI. 

Indian Currency, 1898-1914. 

On 3rd March, 1898, the Government of India sent a 
communication to the Secretary of State urging the 
establishment ot a gohl standard in India The time had 
arrived, they said, to put an end to the uncertainty and 
fluctuations of exchange This communication led to the 
appointment of the Fowler Committee. At the time 
when the Despatch ot 3rd March v as written the exchange 
value of the rupee was still somewliat less than 16d. The 
Government of India proposed to raise exchange by 
reducing the volume of the silver circulation and replac¬ 
ing the silver withdrawn from the circulation by gold. 
The circulation was to be ieduced by melting down 
rupees * 

The Fowler Committee iejected the proposal to melt 
nipees, but before the Committee made its report the 
rupee had iisen to Kh/., and the Government of India 
themselves, in the altered ciicumstancevs, would not have 

•“The mero reduction of circul-itioa might bo earned out in the same 
waj m which it was effected in 1893, nanich h\ .ibstaming from drawing 
Council bills, until wo ha\o an .vccumulation of, sa\, twont\ crores in excess 
of our ordinary balances But this procedure would be both costlj and, as 
wo believe, ineffectno, in the first pbicc, the permanent locking up of twenty 
crores of rupees would cost us in the interest on that amount, or on the amount 
of gold borrowed in England during the suspiMisioii of drawings, and in the 
second place, the existence of this accumulation of -^ivor coins would be a 
perpetual menace to the exchange maiket, and would entirely prevent any 
confidence in the future of the ruiw We must not only withdraw the 
amount from circulation, but wo must show by the method we adopt that our 
intention is that it should cease to exist in the form of com, and that its 
place as com is to be taken by gold Our proposal is therefore to melt down 
existing rupees, having first provided a rcsene of gold both for the practical 
purpose of taking the place of the siher, and in order to establish con- 
fidenoe m the issue of our measures ” (JBowf India Cmrtncy, o. 8840, p. 6) 
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recommended that measure. The mam recommendations 
of the Fowler Committee were that the sovereign and the 
half-sovereign should be declared legal tender throughout 
India at 16 rupees per soveregin, and that a gold standard 
with its “normal at'companiraent,” a gold cunency, should 
be established in India. The Committee also recommended 
that “fresh lupees should not bo coined until the propor¬ 
tion of gold in the curronoy is fouiul to exceed the 
icqirmments of the public,” and that ‘any profit on the 
coinage of rupees should bo kept in gold as a special 
reserve, entiiely apart from the Paper Cunency Reserve 
and the ordinary Treasury balances ” 

The reserve was to be used for maintaining the 
exchange value of the rupee 

The Lindsay scheme for the introduction of a gold 
standard without a gold cunency was rejected by the 
Fowler Committee 

The Government of India accepted the recommenda¬ 
tions of the Committee Tho sovereign was declared 
legal tender, the Gold Standard Reserve was instituted, 
and active steps wore taken to encourage tho iiso ol gold 
as currency Arrangements weio also made for the 
coinage of gold in India, but the scheme was dropped 
when it was nearly complete in 1902 Tho results of 
encouraging the use of sovereigns as a medium of circula¬ 
tion were, however, consideicd to be unsatisfactory, and 
the Government of India resumed tho coinage of rupees 
on a considerable scale in 19(30. 

The Gold Exchange Standard. 

Though the Government of India fully intended to 
carry out the recommendations of the Fowler Committee, 
the Indian currency system did not develop along the 
lines recommended by that Committee. The mam features 
of our pre-War currency system were essentially those of 
Mr. Lindsay’s scheme. 
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The central ulea of the gold exchange system is that 
gold IS not rofjuircd for inteinal circulation but for the 
payment of international iinh^btedncss For maintaining 
exchange it is, therefore, sulticieiit if the national currency 
IS convertible into gold at a constant rate for meeting 
sterling obligations abioad When Council bills were 
sold in London, gold was ileposited in the reserves kept 
there and rupees wcie issued in India The circulation 
contracted when bills were sold in India to meet an un¬ 
favourable balance of trade 'I’lio Gold Standard Reserve, 
(Mr LiiuLay’s “Gold Conversion Fund”) was kept in 
London, as gold is leipiiied for the settlement ot the 
balance of India's foreign indebtedness, and London is an 
important centre tor the settlement of international 
uidebtcdiiess 

These aie the mam featiin's ot Mr Lindsay’s scheme 
Several objections weie raised against the scheme The 
Government of India m then Despatch of 3id March 1898, 
gave as one of their mam reasons for deciding not to 
adopt the scheme, that it would involve them “ in a 
liability to pay out gold m London in exchange for rupees 
received m India to an indefinite extent ”* Mr. Lindsay’s 
reply to the objection was that Goveinment would be 
involving themselves in a greater liability by undertaking 
to give gold m India A second objection to the scheme 
was that the location of the Gold Standard Reserve m 
London would excite distrust and suspicion. “A gold 
reserve,” said Sir James Westland m his memorandum on 
the scheme, “ intended to support the introduction and 
maintenance of a gold standard in any country ought to be 
kept in the country if it is to produce its full effect iii the 
way of establishing the confidence which is almost indis¬ 
pensable to the success of the measure.”! Mr. Lindsay, 


* Para 2S of the Despatch, 
t East India Cui'rency, r. SS4(\ p 18 
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however, thought that the foreign capitalist would have 
greater confidence if the reserve was kept in London. “It 
IS only people who send out capital to India that are con¬ 
cerned in this matter, the people who work with local 
capital in India will be very much in the same position as 
they are at piesent _^The token rupees are all they 
want 

The chief dilferenco between Mr. Lindsay’s plan and 
the measures proposed by the Government of India was 
that the termer provided foi the contraction and expan¬ 
sion of the currency by the withdrawal of rupees from, 
and the issue of rupees into circulation, while the latter 
recommended the adoption of the principle of free in-flow 
and out-flow of gold If there was no fresh 
coinage of rupees, the demand for additional currency 
caused by the growth of trade would be met by the 
issue of gold coins, if at another time the currency 
became redundant, the excess would be got iid of by 
the exportation of gold Mr Lindsay’s plan, it was 
also pointed out, invested the Government with some 
degree of control over the volume of the rupee currency, 
for new rupees were to be coined from bullion bought 
at the discretion of the Government. “ This is not a 
feature of the plan,” wrote Sir .James Westland, “that 
can commend itself in principle, foi the regulation of 
the sole full legal tender currency of a country should 
be entirely automatic and not in any degree depend¬ 
ent upon the discretion of the Administration ’’f 

The chief matters of interest in our currency history in 
the first decade of the 20th century are the investment of 
the Gold Standard Reserve in securities in London, the 
formation in India in 1906 of a rupee reserve as part of the 
Gold Standard Reserve, the diversion in 1907 of profits on 

• Evidence before the Fowler Committee, Q, 4057, 

t East India Currency c.8840, p. 20 
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the coinage of rupees for capital expenditure on rail¬ 
ways ; and the sale of sterling drafts by the Government 
of India m the exchange crisis of 1907-08 

In 1906, and again in I'KHJ, some difficulty was 
felt in meeting the demand for rupees in India, and 
this led to the formation of a special rupee reserve 
which could be utilised for prc\ outing exchange from 
rising above At first tlie reM*rve was held in¬ 

side the Paper Cuneiio}' Reseive in the torin ot silver 
ingots and then in partly eoined rupees, hut in it 

was decided to hold it in the form ot coined rupees 
only But as the reserve was needed for preventing 
the rupee from rising to a piemium over 4c/, its 
name was changed to the Gold Standaid Reserve, which 
now consisted of two portions, one held in the form 
ot sterling secuiities m London, and the other in 
rupees in India The rupee hianrh, like the steiling 
branch of the Reserve, consisted of the profits on the 
coinage of rupees 

It 1907 a Railway Committee appointed by the 
Secretary of State leeommeneded that £1,000,000 out 
of the profits on the coinage of rupees in 1907 should 
be devoted to impiovenients toi Indian lailwa^'s The 
Secretary of State w'cnt lurther than the Committee and 
decided that tor the future one-halt of any profits on the 
coinage of rupees should be used for capital expenditure 
on railways until the Gold Standard Reseive reached 
£20,000,000 It was intended that after that total had 
been reached, the whole of the piofits on silv’er coinage 
should be diveited from the Receive The Govern¬ 
ment of India, howovei, thought that the sterling 
portion of the Reseive should be allowed to accumulate 
to £ 20,0(X),000 before any suras were diverted from it. 
In reply to a communication from the Government of 
India on the subject the Secretary of State said, “ The 
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danger which you allege of a fall in exchange I re¬ 
gard as illusory, having regard to the present conditions 
of trade, the amount of securities in the Gold Standard 
Eeserve and of gold in the Currency Beserve ’’f He 
adhered to his decision and used £1,123,000 ot the 
profits of coinage for railway capital expenditure. 

But the danger of a fall in exchange was not illusory 
A severe financial crisis in America in the autumn of 

1907 and the consequent monctaiy stringency in the 
money markets of the world, combined with tlio failure 
of the summer monsoon in India in 1907, caused 
Indian exchange to fall suddenly in November, 
The Exchange Banks asked Government to sidl tele¬ 
graphic transfers on London at l.v 4d per rupee, but 
the Government, alter consulting the Secretary ol State, 
refused The Goveinment also lelused to give goUl tor 
export from the Paper Currency Reserve in laiger 
quantities than £ 10,000 to any one iinlividiial in one 
day. The exchange continued to fall and on November 
23 it fell to U’ 3^2^ Indian iinpoitors began to buy 
British Postal Orders for £10,(XX) and other largo sums 
as a means of making steihug payments, and then at 
the instance of the Secietary of State the (joverumont 
of India began to give gold for expoi t The Govein- 
ment also informed the Exchange Banks on 27tli 
December that, should it become necessary, they would 
offer for tender in India sterling exchange on London, 
On 26th March 1908 steiling bills were first sold in 
India, and they continued to be sold till 11th September 

1908 In all £8,068,(X)0 was withdiawn dining tins 
period from the Gold Standard Bcscive to meet 
the bills 

The Cl ISIS of 1907-08 showed that strong gold re¬ 
serves were essential for the maintenance ol exchange, 

t Report of the Chambeilmn Covimitnon, para M 
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During the crisis £4,179,000 was withdrawn by the 
public from the Paper Currency Eeservo, while only 
£250,(X)() was exporti'd on private account Another 
lesson taught by the crisis was “the desirability of 
formulating in advance and giving publicity to the 
policy which it is intended to pursue in a irisis” “It 
is almost as important,” wiotc the Chamberlain Com¬ 
mission, “ that the gcncial public shouhl have confi¬ 
dence 111 the deteiinination ot the (iovernment effectively 
to use their rcsouiccs to maintain the rupee at l,s. 4i/ 
as it IS that the (lovcriimcnt should have the necessary 
resources loi so doing.”t 

The (hamhevhtin Commission. 

The Chambeilain Commission was appointed in April 
1913 to consider, among other matteis, “ the measures 
taken by the Indian fToveinment and the Secretary of 
State for India in Council to maintain the exchange 
value of the rupee in puisuanee of, oi supplementary 
to the recommoudations of the Indian Currency Com- 
mitteec of 1898, moio paitieulaily with legaid to the 
location, disposition and em]>lo;>ment ot the Cold Stand- 
aid and Papei Curieney Reseives'” The Commission 
approved of the mcasuies adopted by the Government 
in ordei to maintain the exchange value of the nipee, 
though these measures were “less in puiMiance of the 
recommendations ot the Committee of 1898 than supple¬ 
mentary to them ” This is shown by the fact that 
the Goveinmeiit abandoned the attempt to encourage 
the use of soveieigns in India, and kept the Gold Stand¬ 
ard Reserve in London for the support of exchange 
The Commission was not in favour of introducing a 
gold circulation iii India “ The establishment of 
the gold value of the rupee on a stable basis,” they 

t Para 52 of (he Report of the Chamberlatn CommtAStOH 
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wrote, “ has been and is of the first importance to 
India,”! gold in actual circulatiou is of little use for 
the support of exchange Further, they tried to show 
that the attempt to encourage the ciidilation of gold 
would necessarily weaken tlio gold reserves of the Cxovein- 
ment, and thus make it difficult for Goveinnient to 
maintain exchange in a tunc of crisis l^o tlio ob]oction 
that without gold in active ciiculation India’s currency 
system would remain a “ managed ” system, their reply 
was that there was no “essential ditfoience between the 
powei to import soveieigiis at will and the power to 
have gold coined into sovereigns in India ” They 
finally concluded that “ It would not be to India’s 
advantage to eueouiago the increased use o( gold in the 
internal circulation ” In paragraph 7(i o( tlioir leport, 
the Commission said —• 

“To sum up, our view is that India neither demands 
nor requires gold coins to any consideiable extent for 
purposes of circulation (as opposed to saving or hoard¬ 
ing), that the most goneially suitable media of internal 
circulation in India arc at picsent lupees and notes, and 
that the (xoveinmcnt should, as oppoituint^ may olfer, 
encourage notes, while providing—and this is the car¬ 
dinal feature of the whole system—absolute security for 
the convertibility into sterling of so much of the iiiteinal 
currency as may at any moment be reipiired loi the 
settlement of India’s external obligations ” 

As regards the Gold Standard Reserve the Commis¬ 
sion did not fix any limit up to which the Reserve, should 
be accumulated They recommended that the pro¬ 
fits on the coinage of rupees should, for the present, 
continue to bo credited exclusively to the Reserve, and 
that Government should aim at keeping one-half of the 
total Reserve in actual gold. The rupee branch of the 

\Paia 76 of the, Report 
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Reserve they considered to be “ responsible for much 
confusion and doubt as to the efficiency of the Reserve ” 
and tliey recommended its abolition They did not 
consider it necessaiy that the use of the Reserve should 
be regulated by statute “ But we advise/' they said, 
“that the Government should make a public notifi¬ 
cation of their intention to sell bills m India on London 
at tlie rate of If whenevei they are asked to do so 

(as was actually <ioiie in DOS and confirmed in 1909), 
to tlie full extent ot then nsouicos We believe that 
the knowledge tliat such exchange can be purchased at 
any time will do much by itself to inspire confidence, 
and so to ieduce the actual demand for drafts on 
London, and to previnit that feeling ot panic which 
IS liable* to accompany and to aggravate periods of 
financial stiain. With the Reseive tor the support of 
exchange so stioiig as it will, we hope, prove, it our re¬ 
commendations are accepted, we do not think that there 
is any leasou to fear that in undertaking this liability 
the Goveiiimcnt ot India would be in any danger of being 
unable to carry out then obligation 

Only partial action could be taken by the Goveni- 
nient on tlie Report ot the Chambeilain Commission, 
as the Wdi broke out shortly aftei the publication of 
the Report in 1914 Government is'^ued a notification 
in 1914 guaranteeing to iS'»ue sterling drafts on the 
Secretary of State in London The silvei branch of the 
Gold Standard Rcseivo was also abolished in 1914 by 
the transfer of 0 croies of lupees held in the silver 
branch to the Papei Cuirency Reserve for an equivalent 
amount of gold 



CHAPTER XII. 

Indian Currency 1914—1920. 

Having learnt in the crisis of 1907-08 how to use 
their gold reserves for the support of exchange, Govern¬ 
ment weie fully prepared to meet the weakening of ex¬ 
change which was the immediate lesult of the outbreak 
of war. Between bth August, 1914 and 28th .January, 
1916, Reverse bills woie sold to the extent of £8,707,000 
Reverse bills were again sold in 1915-1() (£4,893,(XK)) 
and between November 1918 and April 1919 (£5,466,000). 
Apart from these temporary peiiods of weakness ex¬ 
change was stiong throughout the War As a matter 
of fact, our cuireiicy trouble^ during the greater pait of 
the War were due, not to a lalling rupee, but to a rupee 
whose exchange value rose to unexpected and unprece¬ 
dented heights Before we discuss the causes of the abnor¬ 
mal rise in the rupee which commenced in 1917, how¬ 
ever, it seems desirable to explain briefly the operation 
of the gold exchange system in India before the War. 

A gold exchange system is an artificial system 
m the sense that the rate ot exchange under 
this system does not depend upon the intiinsic value 
of the silver com Before 1893, eveiy fall in the price of 
silver reduced the exchange value of the rupee, but during 
the whole period between 1899 and 1916, the fluctuations 
in the pnce of silver exercised no influence upon the 
course of the rupee exchange. Exchange rose and fell 
according to the supply of, and the demand for, foreign 
bills. The exchange value of our rupee was thus complete¬ 
ly divorced from its bullion value. 

But it should not be supposed that as soon as a country 
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has conferred an aiiificial gold value upon its silver coin, 
the market price of silver becomes a matter of indifference. 
Violent fluctuations in the price of silver in either direc¬ 
tion would destroy the svstem, or make it impossible to 
work. The essential feature of a gold exchange system is 
the use, for purposes of internal nrculation, of a token 
com which is convertible into gold for foreign remittances 
at a more or less constant late Wheai a token coin ceases 
to boa token com, on account of the use in the value of 
its metallic content, the gold exchange system automati¬ 
cally ceases to exist It thus appeals that the existence 
of the gold exchange systom and its successful operation 
depend upon steadiness m the value of silver For the 
purposes of the gold exchange system it is comparatively 
a matter of mdifferenee whethei the latio of silver to gold 
IS high or low, but it is not a matter of indifference 
whether the ratio is steady or subject to freejuent and 
violent changes. This aspect ot the question was duly 
considered by the A.inonean Commission on International 
Exchange of llKKl In the arguments submitted by the 
American Commission to the toieign Commissions there 
was a whole section devoted to “Considerations regarding 
the price of siUer.” “Whether the ab'^olute price of bar 
silver be high or low,’’ wiotc the American Commission, 
“is a matter of compaiatively slight importance, m as 
much as the ratio could be fixed to correspond, provided 
the price remains steady but it after a latio had been 
once fixed, the price were to mcreaso decidedly (so that 
bullion value of coins exceeded then nominal value) the 
coins would be melted down and the system would be 
destroyed. On the other hand, if the price of silver were 
to fall very low, tlie burden of mamtaming the parity 
would be heavier, m as much as a larger gold reserve fund 
might be required to maintain confidence. It is extremely 
desirable, therefore, especially for the countries that are 



somewhat weak financially, that the price of silver bulJion 
should remain steady at a point somewhat near the ratio 
agreed upon 

In India attention has been concentrated on devising 
means for preventing the inpee from tailing below a 
certain level. The possibility of a rise in the rupee much 
above its gold parity was never seriously considered by 
Grovernment or any one else. This is certainly curious 
in view of the fact that the rise in the puce ot silver in 

07 caused the gold exchange system of several 
countries to collapse, though it did not affect us The gold 
exchange system was intiodiiced into the Pliilippiiies in 
1903 The unit of value was the sdvor peso, 416 grains in 
weight. The margin between the bullion value and the 
money value of the peso, at the avi'rage price ot silver for 
February (1903) was about 32 4 pei cent whic*h, says Koin- 
merer,t “to most people seemed to bo a generous margin of 
safety.” But lu less than four years the gold excliange 
system completely broke down owing to the rise in the 
price of silver The monetary situation was icconsidored 
by the Philippines Government and the Government of 
the United States, and after [man^ months of dolibeiation it 
was decided to ieduce the weight and the fineness of the 
peso, thus reducing the fine sdver content of the peso by 
34 percent and changing the ratio with gold from 32 6 to 
1 to 21 3 to 1 “With tins new latio,” wioto Kemmeier, 
“the new peso cannot be in danger of the melting pot 
until silver reaches approximately 46|fi ”, and he thought 
that the peso was well protected by the large silver circula¬ 
tion of India and Japan. Thus Kemmcrer wrote in October 
1916 In less than a year, however, silvei rose to 55d 
throwing into confusion the currencies of India, the Philip¬ 
pines, the Straits Settlements and other Eastern countries 

• Stabdity of Ivttrnatimial Exchange, Washington, 1903, p 124 

f Modem Currency Reforim, p 349^ 
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Tho riKo in the price of silver in September 1917 to 
56rf put an end to our gold exchange system The rupee 
ceased to bo a token coin—theio was profit in melting 
and expoiting it As the price of silver continued to rise, 
the maintenance of the old ratio, Uul. to tlie rupee, became 
impossible The rise in tiio cost of production of the 
rupee conpiclhsl th(> SeenSary of State to rai>e the price 
of rupees 'riio mniinium latc for Imrmidiate Telegraphic 
Transfers, which on ‘28th August 1917 had been fixed 
at Iv orf , was raised to Is fir/ on 12th April 1918, Is* Sd. 
on 13th May 1919, Iv KV/. on 12th August, 2v on 15tli 
September, 2s’ 2d. on 22u<l November and 2s 4d on 12th 
December 191‘.t. 

A coiitnlnitory caiiso of the use iii e\f hange was the 
strong demand for inpees due to the heavy balances of 
trade in India’s favom J3ul even without the assistance 
of the favoiirabh' balances of tiade the use in tlie price 
of silver was suffic lent to destioy our system If the rise 
had occurred, not duiiiig the Wai but before the War, 
the collapse of the gold exchange system would have been 
as complete as it was duiing the war It should be 
recognised tliat the collapse of the gold exchange system 
Avas due, not so much to war causes, as to the simple fact 
that the price of siKei rose above the bullion par of the 
rupee 

AVIien thepiice of silver rises so that the intniisic 
value of the token toms exceetls the face value, the gold 
exchange system can ho ic-established either by raising 
the gold pai or by debasing the token coins The majority 
report of the Babington Smith Committee, appointed by 
the Secretaiy of State m May 1919 to consider the Indian 
currency situation, lecommended the raising of the ex¬ 
change value of the rupee to 25. (gold). The chief objec¬ 
tion to the reduction in the weight or fineness of the rupee 
was that it would “react gravely on the credit of the 
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Government, and posbibly lead to -venous social and 
economic coiibequences” '* The '2s late was chosen 
as the Committee believed that if the exchange value 
of the lupeo was fixed at a figure lower than this, 
the rupee could not be established as a token com 
The puce of silver thioughout ID 10 was liigh and m 
Febiiiaiy 1D20 it reached the high water-maik ot HDJd , 
and it seemed probable that foi man> years to come 
it would remain at a IngU level Re-eoiiiage being impos¬ 
sible, a stable gold exchangi' standard could be ensured 
only by raising exchange, and laising it enough to 
make the iiipee safe fiom the molting pot 

Indian press comment on the recommendations ol 
the majority report ot tlie Babington Smith Committee 
was unf<ivoutabl(> The elfeci ol a high exchange in 
stimulating impoits was one of the chief grounds ot 
objection to raising the exchange value of the rupee. A 
great revival of Indian industries took place during the 
War, of which Mr Aiiiscough, British Trade Commis¬ 
sioner in India and Ceylon, gives an admirable account 
m his Report on the Condifioii'i and Prospect'i of British 
Trade in India at the (Jlose of the War The War brought 
into existence many new industiies and proved a bless¬ 
ing m disguise to old industiies In the cotton industry, 
for example, Indian mill competition bofli in spinning 
and weaving was becoming more serious “ In all branches 
of the trade,” wrote Mr Ainscough, “greater vigilance and 
improved distributing organisation will bo necessary and 
our makers and shippers will have to hght for the 
business in a way they have never been obliged to do 
before ”t In so far as a high exchange encouiaged imports, 
it would favour the British manufacturoi at the ex¬ 
pense of his Indian rival. “ High exchange,” said Mr 

* Para 38 of the Repot t 

t P 21, 
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Ainscough, “ places the Bntish manufacturer in a more 
favourable condition vut-a-vis his competitor in India. 
On the whole, therefore, his material interests would 
appear to be best served by the fixation of exchange 
at as high a rate as may bo possible under the cir¬ 
cumstances ”* 

The report of the Indian (hirreiicy Committee was 
well-received by the Ihitish pro>s, as may be judged from 
the following extract fioin an actiole on “Tiado and the 
New Rupee Basis” in tlie Time-i Trade l^upphment of 
February 7, 1920 

“Apart from the possibilities of international action, 
the hope ot arresting sterling <leprociation lies in incieas¬ 
ing production in the United Kingdom, with conseijuent 
large shipments abroad, so that oui tonner jiOMtion as a 
creditor country may be ultimately restoied The im- 
mciliato effect of the new steiling rate ot rujiee exchange 
should be that of stimulating oui expoils to India, while 
restricting our pin chases thereliom The leport of the 
Committee referred to in detail elsewhere naturally avoids 
laying groat stress on the point, but it is one which 
appeals to our manutai luicis. as is sliowni by the tavour- 
able opinions with whuh tin* lecommendations have 
been received in the industrial Noitli " 

The Governincnt aec» jited tlie lecoinmendations of the 
majority report ot the Babington Smith Committee The 
attempt, howevei, to maintain exchange at ‘2s“. (gold) 
did not succeed. 

The history of oui exchange duiiiig 1920 may be 
divided into three periods — 

(a) From the adoption of the leport of the Babington 
Smith Committee in February to Juno 24 when 
Government loweied the late to U for Tele¬ 
graphic Transfers and 1^. for Deferreds. 



(&) From June 24 to September 28 when Govern¬ 
ment withdrew the sale of Reverse bills 

(c) The period of uncontrolled or free exchange after 
September 28. 

(a) The adoption of the report of the Babington 
Smith Committee raised the rate of exchange from 2.f 4d 
to 2^ lOJd In order to maintain the 2*^ (gold) lato, 
it was decided to fix the rates for Revoiso Councils in 
accordance with the ratio of Rs 10 to tlio sovi'ieign, 
making allowance for the doprecnition of sterling on 
the basis of the latest rate foi the dollar sterling exchange 
Immediate Telegraphic Transfers weri* sold on Titli Feb¬ 
ruary at 2.S’ 8f^d , at the following sale the rate was 

raised to 2<f lO^ld As the Government late was higher 

than the market rate the amounts offered at theses aiul 
subsequent sales were laigely over-subsenbed The Coni])- 
troller of Currency in his repoit for 1919-20 says — 

“ When at tho commencoment of Febiuaii the rate foi Reverse 
Councils went to 21 805 'f the market rate for Telogiaphic Tuiii'.fers on 

London was quoted at 2»< lid \t these lates an oveiwhelming de 

mand for sterling remittance arose and the Reverse Councils sold vvcie 
insufficient to bridge the gap between the demindfoi sterling rc’•'itt'incu 
and the demand for remittance to India ” 

On Februaiy 19, fC2,000,(X)0 was ofiiM(‘«l at a 

difference of about Jd, over tiie market late , (he appli¬ 
cations were for no less than <^122,3.13,000 In March 
the difference between the Bank rate for Telogiaphic 
Transfers and the official rate was about lid and appli¬ 
cations fell off to €59,295,{XX) Tho differenco fell to 
about one penny in April, but by tho middle of May it 
had increased to 4j]d. and applications weie again le- 
ceived for more than £122,000,000 At tho .sale on 15th 
June, for a third time, while £1,000,000 was offered, 
tenders were received for upwards ol £122,000,(XX), the 
difference between the Government rate and market rate 
being more than Id 
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Having regard to the fall m the market rate for 
sterling Government, as stated above, lowered the rates 
to Is. \\^\d for Telegraplnc Transfers, and Is. llffd. 
for Deferreds, on June 24 They frankly abandoned 
the attempt to maintain exehango at 2.9 (gold), consider¬ 
ing it hopeless. Aceoiding to the Currency Committee 
the rate for Immediate Telegraphic Transfers on London 
was to bo based on the sterling equivalent of 11 33016 
grains of fine gold as measuied by the prevailing dollar- 
steiling exeliange The eipiivalent was 2.v. per rupee, 
while the new Goveinmeiit late was Is* llVjd 

{h) The weekly offer ot sterling drafts on London 
continued till the end ot September, when the Govern¬ 
ment withdrew the offer, not without “reserving to 
themselves the light of lesuining these sales should cii- 
cumstances, in then ojniiion, at any tune subsequently 
rendei resumption expedient.” 

Thus endt'd the attennit of the Government to stabi- 
li.se exchange m aceoi dance with the recommendations 
of the Babington Smith Committee 

From January to September 1920 Reverse bills to 
an amount ot €55,(XK).0(X) weie sohl, which figure con¬ 
stitutes a leeord in the annals of our finance The 
bills weie sold at lates which veiy often weie “absurdly 
cheap compared with tin' market value” {The Times, 
London) “ The favoured allotments of the bills,” in 
the words of the Indian tiadc correspondent of the 
JManchester Cluanhan Commeuwl “became a vorj’grave 
scandal.” 

(c) Exchange fell lapidly in October (1920) The 
situation was tersely summarised by a Calcutta (merchant 
who, when questioned by a correspondent of an English 
financial paper, said that there was no exchange. To 
support exchange Government raised the embargo on the 
export of wheat from October 1920 till March 1921. A 



total export of 400,000 tons was allowed. There was, 
m 1919-20, as compared with 1918-19, an increase of 26 
per cent, in the area under wheat, and of no less than 
34 per cent, in the \ leld, which was estimated at 
10,092,000 tons The wheat exports, however, did not 
exercise any perceptible influoiico on exchange On 
28th December, 19*20, the rate for Telegraphic Transfers 
was Is. 5d per rupee, and it continued to fall until on 
March 9, 1921, only lot/ could be purchased with a 
rupee Then it lose a little, but throughout the remain¬ 
ing eight months, till the end of the year, it lemained 
a little below Is. 4d steihng (about 13d gold). 

The entirely unexpected fall iii excliange involved 
our importers in serious losses and many of them re¬ 
fused to meet their obligations. What a fall m exchange 
means to importers may be shown by an example. At 
2? goods of the value of £1,000 are worth Rs. 10,000, 
When exchange falls to U 4d, Rs. 16,000 must 
be paid to take deliveiy of the same goods—a loss 
of Rs. 6,000. It IS not surprising that many importers 
tned to back out of their contracts Faced with bank¬ 
ruptcy, they cancelled the purchases they had made. 

The action of our importers in refusing to meet their 
obligations cannot bo defended, but in many cases such 
refusal was due to real inability to pay. It should also be 
remembered that Government had accepted the recommen¬ 
dations of the Babmgton Smith Committee, and attempted 
to stabilise exchange, as we have seen, first at 2a* gold, and 
then at 2.v sterling In these circumstances it was natural 
for people to think that exchange would not fall below 
2«. sterling, and when exchange fell below that rate they 
thought Government was to blame for it The following 
is the text of the Resolution passed by the Indian Piece- 
goods Merchants’ Association of Bombay regarding pay¬ 
ment for imported piece-goods :— 
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“ In view of the Government officers’ frequent assur¬ 
ances as to the rate of exchange, and the passing of 
the law in the Supreme Legislative Council fixing the rate 
at 2# per rupee, and also that tlie rate of the sovereign 
has been fixed at Rs 10 each from a certain date, and 
in view of the extraordinary, low rate thereof at present 
ruling, and the coiibccjiient enormous loss the importing 
merchants are put to, it is hereby resolved that the 
payment of piece-goods that may liave already arrived 
be postponed till the exchange rate reaches 2s per rupee, 
but payment be made to those firms and banks who 
allow that rate ” 

It cannot be denied that the action taken by the 
Government in regard to exchange in 1920 misled the 
people Government can eertainly claim that it was 
not responsible for the fall in exchange But it acted 
with undue haste it pioceeded to stabilise exchange at 
a time when everything else was unstable 

The fall in the nipee w'as accompanied by a fall 
in the pi ice of silver, and there was a close connection 
between the two movements The year 1920 will rank 
as one of the most eventlul years in the history of silver 
and of the rupee. As we have seen, it saw the rise of 
the rupee to the highest level ever recorded during the 
last 76 years, and an equally sensational fall The pne© 
of silver also varied between very wide limits in 1920, 
89^4. in February and SSld m December. The 
price of silver exercised an important influence, not only 
on the rupee but on the currencies of other Eastern 
countries. For example, the highest quotation for the 
Hongkong Dollar m London in February 1920, was 6«. 
2d. and the lowest in December, 2s. lid.; similarly for the 
Shanghai Tael, the highest quotation in 1920 was 9s. 3d. 
and the lowest 3s. lO^d. The rise m the pnee of silver 
re-established the connection between the exchange value 
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and the bullion value of the rupee which had existed 
before 1893, and when the price of silver fell, the ex¬ 
change value of the rupee fell with it. The fall in silver 
IS attiibuted to the cessation of the Chinese demand, the 
absence of purchases by the Indian Government and the 
absence of buying by the European mint^^ During 1920 
France and her partners in the Latin IMonetary Union 
melted down and sold practically the whole of their silver 
currency A certain section of the British press held 
France responsible for bieaking the Eastern exchanges. 

The accompanying Chart shows the exchange value 
and the bullion value of the lupec from 1873 to 1927. It 
will be seen that the tall in exchange fiom 1873 to 1895 
was in conse(|uence ot the fall in the bullion value of the 
rupee From 1895 to 1898 exchange lose, and from 1898 to 
1915 it remained stable at lOd During the whole of this 
period the price of silver exercised no influence on the move¬ 
ments of exchange. But the connection between exchange 
and the bullion value of the rupee was re-established dur¬ 
ing the War when the price of silver began to rise lapidly 
The two curves move in the same direction in the years 
1915—1922 , then they again separate 
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A^o<e« —Exchange on London at four months’ sight, from 1873 to 1884 
at SIX months’ sight Yearly average Price of silver m London per standard 
oz Yearly average 

(Source Statistical Abstract for British India) 

The rupee contains 180 grains of silver 11/12 fine, or 166 grains of fine 
silver When the price of silver in London is 43 d per or, the value of the 
metallic content of the rupee is 15 979 d (making no allowance for cost of 
reduction to bullion) 




CHAPTER XIII 
The Gold Bih.lton Standard. 

We have seen that the attempt to stabilise ex¬ 
change at 2.9. failed in 1920 Soon after the publi¬ 
cation of the Report of the Babington-Smith Committee 
economic conditions began to tluiige so rapidly as to 
make the proposals of the Committets regarding exchange 
stabilisation impracticable. There was in the first place, 
as we have seen, a rapid and unexpected fall in the price 
of silver, and in the second place, the beginning of a 
heavy fall in commodity prices all over the world 

The rate of exchange foi Calcutta Telegraphic 
Transfers on London (average of daily rates) was 2.9 
0/j d in 1920, It fell to 1,9 4 d in 1021 and 
l5. 341 in 1922. Exchange gradually rose after July 
1922. The average of daily rates for each month of 
the year 1922 was less than ly , but in 1923 
it never fell below that level, and in December 1923 it 
exceeded Iv. hd The aveiago rate was D* 4^\d for the 
whole year 1923 , ly old for 1924 and ly 6d for the 
first nine months (January to Sept(;mber) of 1925 In 
August 1923 a Commission, ^vlth Mr Ililton-Young as 
President, was appointed to examine and report on the 
Indian exchange and curieiicy system and practice. 
This was the second Royal Commission, as the Babing- 
ton-Smith Committee was the thud Committee, which, 
since 1892, was called upon to make proposals re¬ 
garding Indian currency reform* 

• Currency Coimmttee or Comnutsion Year of appointment 


1 

Herschell Committoe 

1892 

2 

Fowlor Committee 

1898 

8 

Chamberlain Commission 

1913 

4. 

Babington-Smith Committee 

1919 

5. 

Hilton-Young Commission 

1925 
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The report of the Hilton-Young Commission has 
been described as “ epoch-making ” It deserves our 
careful attention, as the proposals which it contains (to 
some of which effect has been given) are of fundamental 
importance to the Indian currency system 

The Currency Commission recommended the adoption 
by India of the gold bullion standard The gold exchange 
standard was definitely condemned by the Commission as 
unsatisfactory We have the important ailmission that the 
gold exchange standard does not work automatically, and 
that it is not elastic, “ The automatic working of the ex¬ 
change standard,” says the Report (para 16), “ is thus 
not adequately provided for m India, and never has been ” 
(italics mine) The Report refers to “ the absence of con¬ 
traction on occasions when the currency authority has had 
to sell sterling exchange ” In 1920 the consequences of 
this were “disastrous ” And the Report adds 

“ There must ever be danger of such disaster under a sjstem which 
does not automatically enforce contraction of internal currency concurrently 
with the depletion of Reserves ” 

These remarks would undoubtedly be icad with in¬ 
terest by certain official apologists who, like Mr Findlay 
Shirras, regard the gold exchange system as an “ im¬ 
proved gold standard,” as “ a system ol money which has 
become and must become increasingly popular,” and who 
are lost in admiration of “ the beautiful elasticity ot our 
currency system ”* 

* Indian Finance and Jianki/n/ 1920, p 37 

“ The Indiin currency system of to-day is, however, quite as automatic 
as it was previous to the closing of the Mints to the free coinage of silver” 
(^Dalla s Report on piice'i, para 228 ) 

The Chamberlain Commission of 1914 denied that the gold exchange 
system gave India “an artificial and minaged currenej ” “ It is not 
in fact possible for the Government of India,” sajs the Report of the 
Chamberlain Commission (para 66), “to manipulate the currency, and ^ 
they cannot add to the active circulation of the currency except in response 
to public demand ” 
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The mam recommendations of the Currency Com-* 
mission may bo briefly summarised as follows — 

Under tho gold bullion standard recommended by 
the Commission the cnrroney will consist of silver rupees 
and notes, which will be directly convertible into 
gold The sovereign and the half-sovereign will cease to 
be legal tender, and gold will not circulate as money. 

Tho control of currency and credit is to be entrusted to 
a new oig.inisation, calleil the Resei ve Bank The Bank 
will be given the sole light of note-issue tor a period ot 
(say) 25 years Not later than five years from tho date 
of tho Bank’s charter becoming operative, Government 
notes will cease to be legal tender except at Government 
Treasuries. 

4.U obligation will be imposed by statute on the 
Bank to buy and sell gold without limit at rates determin¬ 
ed with reterence to a fixed gold parity of the rupee (Is 
Od ) but in quantities ol not less tlian 400 fine ounces 
(reduced to 250 tolas in the Reserve Bank Bill), no limit 
being imposed as to the purpose for which the gold is 
required 

The paper currency will cease to be convertible by 
law into silver coin (paia 09) 

For a fuller summary of the recommendations the 
reader should see pages 80—88 of the Report. But the 
very brief summary given above fairly indicates the 
nature of the curiency sy-^tem which has been recommend¬ 
ed for adoption 

The proposed system differs from tho old in several 
respects Firstly, we have the creation of a new organi¬ 
sation to control the credit and currency policy of the 
country. Under the old system the Government controll¬ 
ed the currency while the credit situation was controll¬ 
ed by the Imperial Bank. Secondly, the Paper Currency 
and Gold Standard Reserves are to be amalgamated. 
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I'hirdly, and this is important, a statutory obligation is 
to be imposed on the Reserve Bank to buy and sell gold. 

The chief feature of the gold bullion standard is the 
convertibility ot token money directly into gold bullion 
for all purposes The Currency Commission attach 
great importance to it. Under the old system paper 
money was convertible by law only into silver rupees, 
which are themselves token coins By making notes con¬ 
vertible by law into gold bais for all purposes, we are 
told, “ a moie solid right of conveitibility is attached to 
them than they have evei had since silver ceased to be a 
reliable standard of value (para OO) Para (11 ot the Re¬ 
port states 

‘ ‘ For the purposes of India this standard [gold bullion standard] 
fulfils the essential condition, that it should be not stable only, but simple 
and certain It pro\ idos the token currency with a right of con\ortibility 
that IS intelligible to the uninstructed, and with a backing that is tangible 
and visible ” 

This recommendation of the Currency Commission 
has been misunderstood It has been thought that under 
the gold bullion standard token money will bo freely con¬ 
vertible into gold, not merely for export, but for internal 
purposes. It was easy to make this mistake , for the 
“ uninstructed ” could not be expected to see the “ tangible 
and visible ” backing of the token currency, unle.ss token 
money was freely convertible into gold for internal use. 

In theoty token money, under the gold bullion stand¬ 
ard, will be convertible into gold for all purposes , in 
'practice it will be convertible into gold only for export. 

In para 64 of the Report it is explained that gold 
will not be sold by the currency authority cheaper than 
the market rate. The wholesale bullion market which 
exists now is not to be destroyed If the currency 
authority were compelled to sell gold at a price exactly 
corresponding to the par value of the rupee (i.e , cheaper 
than the market rate which includes the cost of import), 
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the consequences will be serious.— 

“Apart from practically destroying the wholesale bullion market, the 
currency authority would inveitably become involved in the performance of a 
task which docs not propeily belong to it It-s prunarj duty of maintaining 
the monetary unit at parity with gold would be made far more difficult "t 

Now suppose that a large amount of gold was want¬ 
ed for internal use and the gold reserves of the Bank be¬ 
gan to disappear. To meet the loss ol reserves owing to 
an internal drain the Bank would be forced to rostiict 
credit This, says Schedule I, “ would have highly in¬ 
jurious reactions on the mtoriial economy ot India, and 
should consequently be avoided ” Tboiotoio, 

“ It IS required so to frame the Hank’s obligition to sell gold a,-, to 
make it unprofitable foi gold to he 'bought from it except in ciicumstanccs 
in which it would be profitable to do >,o for purely mouetvry purposes ” 

In a lettei dated the 8tli August, addressed to the 

Seoretaiy, Govornineiit of India, Finance Department, the 
Secretary of the Indian Chamber of Commeice, Calcutta, 
thus commented on the proposed selling lates for gold 

“ Tunmig to the obligition undertaken la Section 5 of the (Currency) 
Bill, that the Clovcrnmcnt shall sell gold at the rvtc of R-j 21 3 10 per tola, 
it IS obvious tliat the Government do not intend to sell any gold to the public 
except when the exchange is above the gold point of Is Gd. rate With 
such a position in the inaiket the public arc coilain to sell to the Government 
rather than to buy fiom them ’’ (paia 3), 

Why Tho explanation is that the gold equivalent of 
the iiipee is Is (id and at this rate tho prico m rupees 
of a tola of fine gohl is lls 21-3-10. When the rate of 
exchange is Is bj^^d (upper gohl point) or more, the equi¬ 
valent in rupees of a tola ol hue gold is less than 
Rs 21-3-iO The Bank’s olfer to sell gold at 
Rs 21-3-10 per tola will remain iiiotfoctive when the rate 

t Schedule I is oven more cxplict 

“ Tho reserves,’’ it says, “exist to assure tho maintoiiance at parity 
with gold of tho purchasing power of tho monetary unit, » e , to moot purely 
monetary needs It is evident that if they can bo drawn upon in the 
ordinary course to satisfy non-monetary purposes to anything but a minor 
extent, the Bank’s primary task, vtz to maiutam the external value of the 
currency, will be jeopardised.” 
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of exchange is at or above the upper gold point 

When the exchange is below the upper gold point, 
the selling late for gold will not bo Rs 21-3-10 but 
more The Rcseivo Bank shall sell gold in that case for 
deliveiy at its ofhco at Bombay at notified prico^', and these 
prices will bo so fixed as to fiee the Bank in noimal 
circumstances from the task of supplying gold foi non¬ 
monetary piu poses 

“The purely monetaiy purposes” refeired to in 
Schedule 1 ielate to gold lor export, and not to gold given 
for hoarding oi for making oriiamonts Gold bullion can¬ 
not bo used toi the puipose ot circulation within the coun¬ 
try, and it IS Used foi monetaiy pm poses only when it is 
sent abroad in settlement ol foieigu obligations 

It is thought that even when the balance ol trade is 
m India’s favour (and conse<piently, the rate ot exchange 
above Is Gd) the currency may need to be contracted, 
and the Reserve Bank must sell gold to the public in 
Older to reduce the volume ot our token currency This 
IS not how the Currency Commission have argued In para 
115 ot the Repoit tliey state 

“ And if tho exchange', ue stable, iiid keep within the upper or 
lowci gold points set bv tho fixation of the price at which tho Receive 
Bank undertakes to buy and sell gold, it will not be called upon either to 
buy or sell gold 

The Reserve Bank will be called niton to sell gold 
only when, as tho result of an adveisc balance of trade, 
the exchanges turn against India 

It should be cleai that so far as the oidinary holdei 
of rupees or notes is concerned, he would not be able to 
convert them into gold When he wants gold ho must 
buy gold m the bazar, as at present 

From the point of view of the general public, the gold 
backing of token money is not tangible and visible. 
The right of convertibility will not be intelligible to the 
“ unmstructed.” 
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It will Vio iioen Oml from the point of view of con- 
vertihility there is no 1 luifldmental ditference between the 
gold exchange system and the gold bullion standard of 
the Currency Commission The essential fiature of both is 
that the internal eiiiiciny < onsists ot token money, which 
IS oonvertible into gohl for the jiayment ol international 
indebtedness * 

For th(' sdtisbu toiy woiking ol the gold exchange 
system it IS not e'-si'iitial lh.it nol< s should bo printed 
on silver Whcni our paper money ceases to be 
convertible into silvoi rupees, we shall have what is 
regaidi'd as the ‘‘ideal” euirenry s^stc'in, that is, a 
currency s 3 ,st(‘m in whuh tin* inteiiial cnneiic} consists of 
papei, ciniveitiblc into gold lot the seltleinent of loreign 
obligations Paia ol the Repoit sa^s -- 

“ It IS <118110(1 b\ m.iiu %\ho,ul\()( itotho introduction of a "oHcurroncv, 
th.it a token currenej of imtos iiicoiuortiblo for intern.il puiposc i-. the ideal 
end tow.iids which Indi.i should work The sehcino outlined below carries 
India Nor> far along the roid tow uds tbit end ” 

So it does, and it takes us to end of the road and 
almost immediately, but it is foigotten that an oveiwhelm¬ 
ing majonty ot the people ot India aic illiloiato and in- 
eap.iblo ot appieeiating the theoretic advantages of a token 
cnriency ot notes ineonveitiblc foi internal purposes 

A Memoiaiidum f on a gold .standard for India was 


* “In apphing Ricaido’t. propos.T.Is to India," wrote Mr Lmdscii, 
“ little modification i-^ noccssiry either of the proposals or of Indian 
cunoncy ariangcmonts The onh change in the proposals will bo the 
substitution of stciling monov for gold bars, and rupees for paper 
money " ilhcanlo i Exihnuqe Remedy b\ A M L , p 8 ) 

Dr F.dwin Cann,vn, in his eudenco before the Currenej Commission, 
thus commented on the difference betwen the gold exchange system and 
the gold bullion standard 

“ I think when jou get on to the bare bones of the gold exchange 
system there is very little difference between the two, some people say 
that this country [England] is on a gold exchange standard system now" 
Evidence Vol V P 162, Q 13,210 

t AppendiK to the Currency Report, 1925-26,11, 43. 
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submitted to the Commission by Mr [£ Donmiig, Con¬ 
troller of Currency The Meraorandnm represented the 
result of discussions between Sii Basil Blackett ^Finance 
Mombei, Goveinment of India). IMr McWatters 
(Socretaiy to the Government of India, Finance Depart¬ 
ment) and Mr Donning, but it was not put foiwanl as an 
expression of the views of the Goveinment ot India 

The mam defects of the jne-wai ciuieney and ex¬ 
change system, discussed m the Memorandum, were as 
follows — 

(a) The cuiimicy system was liable to break down, as 
it actually did dining the war, when the price of silver 
rose above the bullion par of the inpee 

(b) The iiipeo was liiike<l to steiling only, and the 
system ceased to bo a gold exchange standaid as soon as 
stciling depieciated 

(c) The Government wore undci no statutory obliga¬ 
tion to sell gold 01 gold exchange at a fixed lato at a time 
of exchange w^cakness 

{(1) When Reverse Councils wore sold. Government 
could arrange by boilowing from the Gold Standaid 
Reserve to meet steilmg payments on account of the 
Reverse Councils without alFecting the amount of currency 
in ciidilation The circulation, thus, 'ivas not automati¬ 
cally reduced, but such decrease depended on the action of 
Government This is shown by the following state¬ 
ment — 


Years 

Amount of 
Eoverscs sold 
£1000 

Rupees received 
foi Reverses sold 
Rs Lakhs 

Amount of contrac 
tiori effected 

Rs Lakhs 

1907-8 9 

8,058 

12,16 

12,16 

1909-10 

150 

24 

Nil 

1914 15 

8,707 

13,16 

1,05 

1915-16 

4,893 

7,38 

1 3^ 

1918-19 

5,315 

7,08 

N>1 

1919 20 21 

56,532 

47,14 

' 34,68 
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{e) Tho eifectivo regulation of the money market was 
impossible as tho cuireucy and the banking reserves were 
controlled by dillcrcnt authorities, the futmer by the 
Goveriiniout and the latter (m so (ai as it was controlled at 
all) by the Imperial Bank 

It is admitted in tho Memoran<lum that defects (/>) and 
(c) could bo completely remedied even under the gold ex- 
ehango standard by imjiosmg a statutory obligation on 
tho GiuToncy authoiity to Imy and sell gold and gold ex¬ 
change at fixed rates As ri'gaids th<‘ other didects, while 
tho managomont of tho iiole-issue can be handed over to 
a Central Bank, so long as the iiipeo is the principal form 
of money and unlimited legal tender, a separate reserve 
must bo maintained by (loveinment to provide against 
a rctuiii of iiipecs tioni eireiilation . the eiitiic system 
must also remain exposed to the danger of a use in the 
price of silver The two defects (a) and (d) can bo reme¬ 
died only by tho adoption of the gold bullion standard 
(the existing system in (Ireat Biitain) or the gold standard 
with a gold eurieiicy in inculation The Memorandum 
thus comments on these alternatives — 

“ Undoubtedly the ideal t<' lie aimed vt is tho svsto'u now in (oieo in 
Groat Britain, under which the note Is the sole lei'll tender in circulation, 
and tho gold value of steiling is stiblisod bv the stvtutoi> obligition impos¬ 
ed on tho Bulk of Knglind tolniv I’ld sell gild \t rites corrcsiionding roughly 
to tho par of oxchingo It is impo^ iblo, ho\\L\cr, to hope thit conditions in 
India will for genei.itions be such tint 11 full legil tender metillic curiencv 
will be no longer iicccssaiv If thei ‘fore a gold curreiicv is not mtioduced, 
defects in the ludivn cimencj and eich.iiige svstom mint rciniin indofiuitclv 
There is, moreover, reason to suppose thvt the intiodiu vi vn of a gold cuirency 
would hasten tho iittainmont of the ideal svstem, as tho fict that notes were 
convertible into gold and not merely into an overvalued sihei com would tend 
to increa-e confidence in the note issue and to decrease the demand for 
metallic currency The conclusion is that tho only way of remedy lug all the 
defects in the system within a rcasonab iieriod is by establishing a gold 
standard with a gold currency in circulation ” 

Tho paragraph quoted above deserves to bo read and 
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re-read with attention It represents the views of the 
highest financial officers of the Government, possessing an 
intimate knowledge of Indian cuirency conditions , it also 
leprescnts the views of the entire commercial community, 
and of otheis in India who aro able to take an intelligent 
interest in such questions. 

A practical scheme for the introduction ol the gold 
cuirency standard by stages was outliiu'd in the Memo- 
landum The estimated amount ol gold Kajuned loi the 
purpose was £103 millions ol this amount i'15 millions 
was re([Uired at the time ol the initiation ot tin* hist stage, 
a further £35 millions within a yeai, and the remainder 
over a period of ten yeais. 

The scheme was rejected by the Currency Commission 
There is nothing new in the aiguinents by which the 
Commission try to show that it is not in the inteiests 
of India to have a gold currency 

The gold exchange standard was rccommeiuled for 
India by Mr Lindsay chiefly on the ground that under 
this system the demand for gold is reduced to a mini¬ 
mum On page 12 of his pamphlet entitled Ricardo\'f 
Exchange Remedy (181)2), Mr Lindsay thu''’ explains the 
advantages of the gold exchange system 

“In this way a gold standard might be established in 
India without risk and considerable profit to the State 
and the Bank of England, and with advantage to the 
London money market. There would be no increase in 
the demand for gold, and little decrease, if any, in the 
demand for silver.” 

The main object ot the sale of Council Bills by the 
Secretary of State for India in excess ot the Home 
Charges was to reduce the movement of gold from Eng- 


* Printed 


the original 
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land to India*. Again in 1920, one of the reasons for 
fixing the exohango value of the rupee at 2^ (gold) was 
to lessen India’s demand for goldf. 

*Mr O T tlarrow, who g.i\e evideiico before the Chamberlain 
Commission as the representatne of the (}o\ernment of India, frankly 
told the Commission that it was “ dcsir.ibk to check the excessive importa 
tion of gold into India ” If gold was allowed to come to India, it would 
be used for currency or for hoarding In cither case, said Mr Barrow, 
“ if it went into the coiintiv and hta>ed theie, it would mean a further drain 
of gold from England It must mean a further drain, whichever it is ” 

Another witness. Ml \\ U Hunter (of the Picsideney Bank of Madras), 
who gave evidence before the sune Commission, thus replied to Sir James 
Begbio’s questions regarding the Council Bill system — 

Q —Vou also favour the Council Bill system with the object of reducing 
the movement of gold com from Fuiope to India ’—Ihis is so 

Q —Your objui t IS to prevent gold com coming into India ’—To prevent 
unnecessaiy gold coin bi mg vvithdiavvn from 1 ondon at times of preesure, 
as I hold that i tight mom y mviket reacts on the Indian export trade 

Q - Youi ubj(>< t !-> to pn vent distuibiuce of the Ixuidon inonev market ^ 
- That IS my chief olqist 

Q You p.opose* to lohicvo that bv sale of bills m London to the extent 
that would be ■^ulluiciit for tint object ^ -Yts 

Mr Lindsay before the Fowlci Committee of 1898 
Q —JY)). l>o you think this [gold curieiicv for India] would, under the 
cucumst viici s, lead to an injuiioiis appreciation of the stand ird of value'' 
—I think, mv self, that the two uses of gold couibmod, for hoarding and 
foi mteinal circuUtion, would be so enormous thit it would create a 
serious distiubaiice in the London money muket 

t “ The feir is thought to e\nt tint imdei fioe conditions India’s 
absoiption of gnld would dimmish the chances open to other countries of 
obtimmg gold to restore the value of their msutlicieiitly backed paper 
issues The amount of gold going to India would depend on the extent 
to which silver piirclnses by the Indnn Government displice private im- 
poits of gold as a means of balmcing Indian tr.ide , a higher price limit 
would secuie a larger supply of silver, thus diminishing the gold taken bv 
India It follows that the fear of undue gold absorption would, be, jjio 
(avto, met by the proposal to fix a high rate of exchange, which is re¬ 
commended below as a protection of the masses m India from the 
effect of high world prices arising out of the War The volume of the 
currency would still bo automatic, but the limits of the Government’s 
control over the proportions of its constituent elements as between silver 
and gold would be extended, pro tanto, by fixing a higher rather than a 
lower limit to the Government’s buying price of silver " (^Memoranduvi, 
submitted to the Indian Currency Committee q/" 1920 by hit t H Lucas, 
Financial Secietary, India O^te) 
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Increased demand for gold on the part of India, the 
Hilton Young Commission thought, would make it more 
difficult for those countries of Europe which were “ trying 
to climb back gradually to the gold standard or the gold 
exchange standaid” to carry out currency reform (para 37). 
The proposal was veiwed with alarm m the United States 
of America Again, if India adopted a gold currency, the 
price of silvei was likely to fall This would have offend¬ 
ed the United States, “with its great and traditional in¬ 
terest in silvei ” (para 61), and injured China (para 49) 
Injury to China, particularly, was a serious matter, for 
“ China IS the greatest, and perhaps, the only groat, un¬ 
developed market left for the expansion of international 
trade” (para 60). 

A whole section of the Report is devoted to “ Effects 
on China ” The whole ot this section, with slight but 
significant changes, is a word for wor<l reproduction of 
the statement regarding China made by Sir Charles Addis 
before the Commission. Sir Charles said “ it [China] 
18 the greatest, perhaps the only great undeveloped 
country left for the expansion of British industry ”• 

What Sir Charles Addis said about the effects on 
China, from the point of view of British industry, is 
perfectly intelligible When the Carrency Commission 
reproduced Sir Charles’ statement in paras 49 and 60 
of the Report, they should not have left out the reference 
to British industry The Chinese market is of considerable 
importance to Great Britain. It is comparatively of small 
importance to India In 1926-27, of our total exports, 
4*7 per cent went to China (including Hongkong), and in 
1927-28, 2’1 per cent. So far as exports of cotton and 
cotton goods are concerned, we have other markets which 
are of far greater importance than China. 

The gold standard plan recommended in the Memo- 


Evxdeiict Vol V, p 1S9, Q. 13,697, 
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andum referred to above was rejected because it could 
not be successfully introduced without the co-operation 
of London and New York, which we could not secure. 
It 18 not surprising that American witnesses should have 
been opposed to an Indian credit which could be “ in¬ 
terpreted as hostile, perhaps fatal to a great American 
industr}'.”* The suggestion in the Report (para 63) 
that the attempt to change to gold would have upset the 
gold standard in the United States or in Europe, cannot 
be taken seriously Dr Sprague told the Commission that 
it was “ entirely possible ” to finance our plan in the 
United States, if otherwise there was no objection to it f 
Even if the Federal Reserve Banks had lent us the 
entire sum of £103 millions (500 million dollars) at once, 
the only serious effect would have been a fall in the 
reserve ratio of the Federal Reserve Banks from 70 per 
cent, to 60 per cent “ They would,” said Dr Sprague, 
“ still be in a very comfortable position.” 

The '‘'‘most sohd argument'’' in fatotu of a gold currency 
Reference has been made in a preceding Chapter to 
the Act of 1835 which permitted the coinage of gold, 
and to the Notifications ot 1811, 1862 and 1864 regarding 
the receipt of sovereigns by the public treasuries The 

controversy regarding a gold currency was revived by the 
fall in the price of gold consequent upon the discovery of 
gold mines in Australia and California, and it was 
closed by the Resolution of the Governor-General in 
Council of 7th May 1874 

The fall in the rate of exchange after 1873 led 
the Calcutta Trades Association and the Bengal Chamber 
of Commerce in 1876 to ask the Government to suspend 

* Dr Hollander’s evidence, V 279 

t Evidence V 295, col 2 Dr Sprague is Professor of Banking 
and Finance, Harvard University Dr Sprague, Dr Hollander and Mr. 
B Strong, Governor of the Federal Reserve Bank, appeared before the 
Currency Commission in London 
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the coinage ot silver by the Indian mints The Govern¬ 
ment declined to interfere with the standard of value. 
Two years later, however, the Government changed their 
opinion and expressed their willingness to give “ a certain 
limited scope” to the intioduction and use ol gold coins 
m India, “so far as it wa'^ found convenient or profitable.” 
Their proposals were leferred to a depaitmental Com¬ 
mittee in England which made short work of them The 
Cnnir'ttcG briefly reported that they were “ unanimously 
of opinion that they cannot recommend them for the 
sanction of Her Majesty’s Go\ernment” 

In 1892 wo find the Government of India again 
advocating a gold standard for India The Hersohell 
Committee, whilo not ail vising the Secretary ot State to 
overrule the piojiosals of the Government ot India for 
the closing ot the mints ainl the adoption of a gold 
standard, suggested certain modifications of these proposals 
which were adopted by the Government The question of 
a gold standard was favourably considered by the Fowler 
Committee, but no sooner had their leport been published 
than the British Treasury began to oppose their scheme 
tooth and nail. “For two years, fioni 1899 to 1901,” says 
Mr Keynes, “they made a succession of technical difficul¬ 
ties in a spirit of scarcely veiled hostility to the whole 
proposal ” In May 1901, however, some agreement was 
arrived at between the authorities in England and in India 
as regards the establishment ot a gold mint at Bombay 
“At this point in the negotiations,” says Mr Keynes, “the 
natural instincts of the Treasury Officials became uncon¬ 
trollable and respect for independence of the India Office 
had to be abandoned Their first line of defence in the 
form of technical difficulties having been overcome, they 
fell back upon open argument as to the wisdom from the 
Indian point of view of the whole project.”* 

* Indian Currency and Finance 1924, pp 64-66, 
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Thoy iitgpd that the gold standard had been firmly 
established in India, that sovereigns were leadily attracted 
to India when required, that the estimates of the Govern¬ 
ment of India ot gold available for coinage were less 
than was antieqiated, and that the staff of the proposed 
Indian mint Mould have to he maintained in idleness for a 
large ])Hrt of llie yeai at eonsideiable cost t(j the Indian 
exchequer ‘‘It is, of conr'^e, foi Lord George Hamilton 
[the Secretary of State] to decide,” said the Lords of the 
Treasury in conclusion, “whether in spite of these objec¬ 
tions the scheme is to be proceeiled with ” The India 
Office informed the Treasui} that Ills Loidship was not 
inclined to abandon the scheme The Ticasiny’s reply was 
“My Lords lannot believe that the position of the gold 
standaid in India will be stiengthened, or public con¬ 
fidence m the intentions of the Government confiimod, 
by providing machineiy for gold coins ichich m neither 
demanded nor required bi/ the mercantile communiti/, while, 
on the other hand, the failuie or only partial success of a 
gold mint would undoubtedly be pointed to by the 
opponents of the gold standard policy (although without 
pistification) as evidence of the break-down ot that 
policy ” (Italics mine) 

In the end no gold mint was established in India 
But in accordance with the recommendations of the 
Fowler Committee the sovereign was declared legal tender 
in 1891) We shall now consider, briefly, how far this 
measure encouraged the use of gold as currency. 

An attempt was made by Government in 1900 to 
introduce gold into circulation Payments of gold from 
the Currency Reserve commenced on 12tli January, 1900, 
at the currency offices in Calcutta, Madras and Bombay, 
and towards the end of that month at the remaining 
currency offices “The instructions issued were to tender 
gold to all presenters of notes, but to give rupees if 
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they were preferred ” Later on sovereigns were sent 
to the larger District Treasuries with instructions that 
they should pay sovereigns to any one who might desire 
to receive them in exchange for rupees, or in pay¬ 
ments due by the Government. In March 1900, the 
Post Offices in the Presidency towns and Rangoon were 
instructed to give gold in paymeni of Money Oiders, 
and the thiee Presidency Banks were directed to issue 
sovereigns in making payments on Government account 
These arrangements continued in foice throughout 
1900-01, and it was estimated that about £0,750,000 was 
put into the hands of the people Of this amount part 
was exported, and moic than half returned to Govern¬ 
ment, so that not moie than £3,000,00t) lomaiued in the 
possession of the public Because a con'-iderablo amount 
of gold had leturncd to Government it was thought that 
the people did not want gold as currency and preferred 
rupees The Comptroller of Currency in his Report on 
the Operations of the Currency Department for 1899-1900,* 
said “The issues of sovereigns from currency offices 
under these orders were not inconsiderable, but the 
receipts continued large and considerably in excess of the 
issue Gold has apparently not yet begun to circulate in 
the country as money ” But, probably, gold had begun 
to circulate as money. In the case of an agricultural 
community payment of Government dues is the chief item 
of expenditure. The leturn of gold to Government was 
not an indication of the desire of the agriculturists to get 
rid of the gold as fast as possible, it rather showed that 
the people were using gold as money should be, and is 
meant to be, used If the gold had remained in the 
possession of the people it would have been said that it 
had been hoarded 

‘Annual Report (Superintendent Government Printing, Calcutta) See 
in each case Section dealing with gold circulation. 
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The net absorption of sovereigns in 1901-02 amount¬ 
ed to £ 9 million. The increase in the popularity of the 
sovereign is shown by the increase m the amount of the 
absorption every year. The amount absorbed was £1 
million in 1902-03, £2 millions m 1903-04, £2 2 millions 
in 1904-05, £2 7 millions in 1905-0G and £3*9 millions in 
1906-07. “The absorption in tho year under report,” said 
the Comptroller ot Currency in hn report for 1906-07, 
“has so tar been the highest on record, the United Pio- 
vinces and the Pciijab showing the laigest demand ” But 
the absorption in 1907-08 f£t>2 millions) was 69 per cent 
greater than that in the pioceeding year “The absorp¬ 
tion in the year under leport,” sai<l the Compti oiler of 
Currency in his repoit tor 1907-08, “has been the highest 
on record, the most notable incieases having occurred in 
the United Piovinces, the Pun)ab, Burma, Madias and 
Calcutta” The absorption in the year 1908-09 was only 
£2 4 millions, but “It would have been higher than ever 
had gold been available throughout the year ” The re¬ 
ceipts at the einieiuy otfices tioin imports dining the 
year amounted to £7,1390(X), but the gold was received 
only in the closing months ot the year Tlieie were no 
receipts troni Apnl to October 1909 (both inclusive) In 
1910-1 i the total absoiption amounted to £7,1870CX) as 
compared with £6,220,(X)0 in 1907-08. As regards the 
popularity of the soveieigii, the Comptroller of Currenc}’^ 
in his ropoit for 1910-11 acknowledged that “the apprehen¬ 
sion that the sovereign would not be popular was not well- 
tounded ” Blithe pointed out that " ihe acceptance ot 
the sovereign is not yet general,” possibly due to the fact 
that they were not everywdiero offered The Comptroller 
also doubted whether the sovereign had established itself 
as currency, though he recognised that “so far as it pays 
for produce and so far again as it comes back in pay¬ 
ment of revenue, it acts as currency ” His theory was 
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that the acceptance by the cultivator of gold in payment 
of his crops was, probably, in the nature of barter In 
1911-12, however, the absorption of gold in Northern 
India and Bombay necessitated special encpiiries as to the 
exact use made of the gold The result of the enquiries 
was published in the Cuirency Bepoit for 1911-12. 
The enquiries showed that a very considerable propoition 
of the gold absorbed in the Punjab was actually iti cii- 
culation as curiency , that, in some cases, better rates and 
terms could bo obtained when gold was tendered in 
payment oi produce than when silver was offered, gold 
thus being piactically at a piemiuin “ The people pre¬ 
ferred gold because it was less troublesome than silver 
money” The cnquiiies made in the Giijranwala District 
showed that all the gram agents paid the zammdais 
chiefly in gold and that the zamindars jiaid their levenue 
in gold “ The zamindar preteis to have his piice toi the 
gram in gold as he can easily carry it aiul easily exchange 
it, and if necessary, put it away Ho shies at cuirency notes 
of any value as they cannot bo easily exchanged, and to 
receive payment in silver means cost of cairiago and a 
greater risk of being robbed ” Gold was, in slioit, pre¬ 
ferred because it is money of liighei monetaiy utility 
than silver The enquiiies made in Bombay showcnl that 
gold was not being hoaided or melted to the same ex¬ 
tent as before, and that gold ciieulatiou was steadil}' 
increasing The cmiuiries made in the United Piovinces, 
Madras and Burma showed similar results 

The total absoiption ol sovereigns in 1912-1‘J 
{£10,245,0(.X)) was moio than a thud in excess ol that in 
1911-12 (£7,600,OCX)). Special enquiries were again made 
as to the exact use to which the sovereigns wore put, 
which confirmed the result ot the enquiries made in the 
preceding year.* 

•Page 24 ol the y?e/>or< OJi t Ac OjHnuhom ot tht' Cnntmi/ DijM 7 tmenl 
for 1912^U. 
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Ill 1913-14 the absorption of sovereigns amounted to 
£12,074,000 Special enquiries made in this year showed 
that in “ cei tain parts of India, at any rate, sovereigns 
are used to an incieasing extent in real currency transac¬ 
tions ” The sovereign had “certainly di>?placed silver to 
some extent in Bombay and the United Provinces, and 
probably in a lesser degree in Madras and Burma also 
The general conclusion of the Comjitroller ot Currency was 
that “ in large ]>orti<>ns of Intlia the soveieign is now 
entering largely into ordinaly transactions in cases m 
which they are of sutlicieiit si/e to make its use pos¬ 
sible ” 

From the eiuience quoted ahote it icouhl appear that 
before the War there icas- a genuine demand for gold for 
currencif purposes in India 

(lold went out of circulation soon aftei the outbreak 
of the Ureat War, and tliere is no gold in circulation 
at the present time, but no one can deny that Indian 
public opinion IS overwhelmingly in favour of a gold 
currency In the vvonls of J M Keynes, this is, “ the 
most solid argument ”t m favour ot a gold currency 

It lb curious that a foreign witness t should have 

• Pago of the AVyx)/ / 
for nu 14 

t ErnUiue Vol V P li>0, Q 11,1111 
t Keynes’s evidence before the Currncy Commission 
Q—13,172 Prinkly my opinion i-. that Indiiu opinion is in fa\our 
of It [gold currency], in the sune sense in which British opinion was 
m favour of the gold standaid a year ago In this matter there is 
always only a small minoiitv of the public who take any intelligent in¬ 
terest in it If you take good class academic opinion in India, which 
I think ought to have some deference paid to it m a matter of this 
sort as representing true Indian opinion, I should have said that the 
weight of good academic opinion in India was in favour of a gold 
currency Many professors whom I consider deserve respect in other 
matters have expressed that view, and although I disagree with them 
on that I do not think their opinion ought to be swept on one side 
Q —13,173 (Sir Alaxendar Murray) I appreciate that You think 



268 


had to plead before an Indian Currency Commission 
that some regard ought to be paid to Indian academic 
and commercial opinion on this question Sir Alexander 
Murray (Currency Commissioner) asked Keynes • “ You 
think that the academic opinion in India, although of 
very small volume, is of such value that it ought to be 
caretully weighed as against the unexpressed opinions of 
80 or 90 per cent ot the population It is suggested that 
academic opinion in India does not represent the opinion 
of the inarticulate population The steady increase in the 
absorption ot sovereigns into circulation from 1900 to 1914 
IS an incontestable pi oof ot the fact Jthat the masses of 
India want gold in circulation. Can it bo seriously main¬ 
tained that the “unexpiessed opinions of 80 or 90 per cent 
of the population” are in favour ot the gold bullion standard 
ot the Currency Commission? Do they understand what 
these words mean And would they be pleased when 
they learn that iiiidei this standard the currency will 
chiefly consist of notes convertible into gohl bars at 
Bombay in amounts not less than 250 tolas^ the obligation 
of the Reserve Bank to sell gold being so trained “as to 
make it unpiofitable for gold to bo bouglit from it 
except in circumstances in "which it would be protitable 
to do so for purely monetary purposes ” (e e , expoit) ? 

So much has been said, for the benefit of the 
people of India, about a gold currency being a sign of back¬ 
ward civilisation, that attention may be drawn hero to the 
views of the Rt Hon’ble Montagu Norman, Governor of 


that tho academic opinion in India, although of very small volume, 
IS of such value that it ought to be carefully weighed as against the 
unexpressed opinions of 80 or 90 per cent of the population ’—Yes, 1 
think it ought, because it is not only Indian academic opinion but 
there is also a considerable volume of Indian business opinion to the 
same effect I think all the methods one has of gauging Indian opinion 
would lead to the conclusion that Indian opinion, so far as it is in¬ 
telligent and articulate, supports this. {Evtdtnce Vol V P, IGO) 
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the Bank of England, on the subject * 

Ludwig Mises, one of the leading European writers on 
money, in his book Theorie des Geldes und der Uml^iufH- 
mittel t says 

thought to (1 1 \, in to tho fiucstiori of currency, 

doo-. not oxtond beyond the wish ‘ Roturn to Rold currency’ (Ru‘>aUhr 
7,t> This is thoioiighly undersUndablc, as ,i gold cur 

roncy h.is hitherto on the whole, worked sAtisfactorily , it is true that 
it has not cn iblod us to attain th.' unittiiniblc ideal of an iinvarving 
internal, objoctivo purchasing powei of monev, but it has kept the 

monetary system free from the influence of the (fovernmont and changing 
political aims " (P 401) 

And again— 

“ When the population becomes accustomed to the effective use of 
gold m daily intercourse, it will mote strenuously oppose a policy of in¬ 
flation than did the peoples of Luiope m 1011 It will not be so easy, 
then, for the government to donj the reactions of waging war on the 
currency system, the government will bo forced to justify its war policy 
The maintcrianco of an effective gold circulation will prove costly in the 
case of particular peoples, and it will at first lead to a general fall of 
prices , there is no doubt about that Still wo must put up with these 


f Duiickorand Ilumblot, Leipzig 1921 
• The ovidonco of the Rt lion Montagu Normau before the Currency 
Commission - 

Q, —13,fiS9 Will you be able to express an opinion as to whether 
the idea of reverting to gold currency in the matter of convertibility 
of the note may be s.\id to hwo been practically .abandoned ’ [Mr 
Montague Norman] That is cirrulation of com ’ 

Q —Id,690 Convcrtibihtv of note into gold coin circulation ’—Well, 
speaking for mvsolf, I hope tint the time miv arrive both in this 
country and in India, when circulation of gold coin may again be re¬ 
sumed. So far as this countn is concoriiod. I think it is very remote 
I rither suspect that so far as India is concerned, it is equally remote 
I do not expect to see it in this countrv m> self 

Q —13,691. You moan in vour lifetime I mean in my lifetime , 
bub I hke. to chertsh the hope that tt mil come back, agiun, and ictfl be a 
o/ that prosperity which I tnist ice may tench again 
Q—13,692. As regards British policy, you faintly trust to the 
larger hope 7—/ ttUend to work foi that end, but I do nob expect to see it in 
my lifetime. 
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disadvantages if we wish the currency system to serve other ends than 
those of preparing for war, rc\olutiou and disruption.” (P 406). 

We in India are also thoroughly tired of currency sys¬ 
tems which can be manipulated by 6rovornmont for 
its own ends The duet merit of the genuine gold stand¬ 
ard IS that it works automatically, and with tlie minimum 
of goveinmental mterfeicnee It is a veiy sound pnuci- 
ple which says that m currency matters a Government 
.sbnuld do as little as possible (evidence of Dr Marshall 
before the Fowler Committee), and judged from this 
point of view there is nothing to beat a gold standard 
with a gold circulation. 


Tho witness, of course, admilted (vnd who would not ) that i gold 
currency is uneconomical, that gold in rcsoivc', is far more useful than 
gold in circulation foi tho miintoiiimc of oxchango and that a note is 
more convenient than gold tom for cany mg in one’s pocket (Q. 14,451-51) 
But in answer to Question 11,153 “Then your dream will never be 
fulfilled’’” the witness replied, ‘‘ / mnuot '^nii I do not attempt to pro 
phosy what will happen after oui lifetime ” 

Is regards the circulition of gold coins 111 tho United States tho same 
•witness stated — 

Q.—14,492 You rofoiiod to tho United States as the only country 
which has a gold circulation “> Now 

Q—14,493 Now. Did you refer to tho circulation of gold coin or had 
you m mind the circulation of what are called gold certificates ? -I was 
thinking of both, I believe there is a considerable amount of gold coin 
in circulation as a matter of fact I was rather surprised to see it when 
I was there last I was thinking of the two together , I do not differentiate 
between them. 



CHAPTER XIV 


Adjustment oi' iu pek prices to the rate of exchange. 

Even ti supeih( lal stu<ly of the Currency Report would 
show that one ot the mam reasons tor tlie recommenda¬ 
tion of the Curreney Commission that the rupee should be 
stabilized in relation to gold at a rate corresponding to an 
exchange rate of Is (id for the rupee was that, at the 
prevailing exchange late of about Is- ijd prices in India 
had attained “ a substantial measure of adjustment with 
those in the world at large ” (jiara ITb) 

The aigumcnt of the Comini''sion may be summarised 
as follows From December lt)‘22 to dune 1924 the gold 
exchange value of the rupee was about 15d During the 
same period the rupee price level as measured by the 
Calcutta Index Nuinbei remained fairly steady round 176 
From July 1924 to January 1925 the rupee rose to about 
Is 6d gold, and till the end ot May 1925 it wa.s held 
within the gold points ot the Is* 6d (gold) rate During 
this jieriod, te, from Jul} 1924 to June 1925, rupee 
prices fell trom 179 to 157 

In para 187 the Commission lefer to the “ marked 
fall in lupeo prices in the first half of 1925 ’’ which “ re- 


* “ N\t’ sh ill protoed to di'^ciiss a number of relevant issues which have 
been raised in this (onneclion and wo shall exiunine the question from various 
angles , but we wish to make it clear at tho outset that the central, and as it 
seems to us the decisive, firtor Is the extent to which tho prevailing rate of 
exchange is reflected in internal prices Wo are unanimous m holding the 
view—and, indeed it is a proposition which it would be difficult to controvert— 
that, if it can be shown that prices have to a preponderont degree adjusted 
themselves to tho existing (le fado rate, then that rate must be adhered to 
The further proposition, that such substantial adjustment has been secured, 
18 a question of fact, as to which we shall now adduce tho evidence on which 
our conviction is based ” (para 177) 
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presented largely the tendency of those prices to adjust 
themselves to the rise in exchange, the greater part of 
which had occurred in the preceding half-year ” 

There are thus two questions to be considered* fiist 
the tact of the tall in Indian puces in the fiist half of the 
year 1925, and second, whethoi the tall was or was not 
the reflection of any downward movement in woiM gold 
pric es 

The following statement compares the movements of 
gold, sterling and rupee puces and course ot exchange 
since January 1922 — 


[Tahh 
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Statement comparing movements of gold, sterling 
and rupee prices and course of exchange since January 


Pnct 

Index Xnmhet 


Hate of Exchanqe Jrcm 
Calcutta on London an 
the lat nf the month 


flreat 

Bntiun 

('*) 

(1911 

parity) 

Ulllb (1 
States 

(h) 

(191 i 
parit\) 

India 

fc) 

(July 1914 
pant\) 

Sterling 

1 d 

, 

Gold 

d 

192i— 







January 

159 

138 

178 


1 

25 
^ 32 

February 

158 

111 

179 


1 

23 
^ 32 

March 

ICO 

112 

1S2 


1 

27 

'-32- 

April 

159 

HI 

ISi 

' sV 

1 

21 
' 32- 

May 

1C2 

148 

187 

^ ^ 32 

1 

25 
' 32 

June 

IG) 

150 

183 

11 

1 3-1^ 

1 

3 

2 — 

Juh 

1 

ICl 

155 

ISl 

1 3 ~ 

1 

^i'g 

August 1 

1 

15S 

1 1 

1 155 I 

1 178 


1 


September 

15b 

lo3 

17G 


1 


October ! 

159 

154 

177 


1 

7 

32 

No\ ember , 

1 

159 

15b 

178 

^ ^ 32 

1 

11 

^32- 

December 

158 

15b 

17G 

31 

1 3 ,, 

1 

27 

2 32 

1923— 







January 

160 

156 

179 

1 

1 

9 

^ 32 

February 

163 

157 

180 

5 

1 

1 

5 

3-r 
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Price Index Number 


l^ate of Exchange ft om 
(\di iiita on London on 
the 1 •^t of the month 


Great 

Britain 

(«) 

(1913 

parity) 

United 

States 

(1913 

parity) 

India 

(0 

'July 1914 
pantj) 

Sterling 

. d 

1 Gold 
^1 d 

19‘23— coHcld 






March 

163 

159 

181 

5 

1 ^ 32' 

5 

1 3-^ 

April 

165 

159 

178 

1 

1 ^ lb 

13 

May 

164 

156 

177 

3 

1 4-iV 

1 .1- 

1 ^ 16 

June 

160 

153 

175 

1 

^ ^16 

5 

1 3 

Julj 

155 

151 

170 

3 

1 ' 32 

1 

1 )-«- 

August 

155 

150 

171 


' 5 i5“ 

September 

160 

154 

174 


1 3 

October 

160 

153 

174 


3 

1 ^32- 

November 

169 ; 

152 

177 

11 ' 
1 'lo- 


December 

170 1 

151 

179 

1 5 


1924— 





1 

January 

173 

151 

172 

1 ^ h 

1 

^ ^ 16 

February 

173 

152 

178 

1 

^ ^ 8 1 

5 

^ ^ 16 

March 

172 

150 

179 

1 ' 

1 ^-2-1 

9 

April 

172 

1 148 

! 174 

‘21 

1 4 32- 

23 

^ 3 2 

Maj 

168 

147 

176 

11 

^ ^ IG 

1 3 

June 

168 

145 

176 

27 

1 

15 

1 2 16" 

1 
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Price Index Number 

Rate of Exchange from 
Calcutta on London on 
the. let ( the month 


Great 

Britain 

(a) 

(1913 

parity) 

United 

States 

('') 

(1913 

parity) 

1 India 
(«) 
(July 
1914 
parity) 

Sterling 

V d 


Gold 

d 

July 

173 

117 

179 

1 

5 

1 

1 

3 8“ 

August 

172 

150 

, 180 

1 

7 

® 16 

1 

13 

3-1^ 

September 

176 

149 

179 

1 

7 

^ 33 

1 

7 

October 

180 

152 

181 

1 

^ 32 

1 

1 

4 4^ 

November 

179 

153 

i 180 

1 

6 

1 

13 

^ 16 

December 

180 

157 

j 176 

1 

1 


3 

^16 

1936— 

January 

177 

160 

1 171 

1 

1 j 

^ 16 i 

1 

^ 32 

February 

177 

161 

172 

1 

15 1 
® 16 1 

1 

11 

s-Te- 

March 

174 

161 

i 

! 168 

1 

31 1 
5 32 i 

1 

17 
® 32 

April 

16) 

156 

169 

1 

27 1 
5 32 ; 

1 

17 
^ 32 

May 

165 

155 

164 

1 

13 i 
5 iT 

1 

23 
® 32 

June 

162 

157 

157 

1 

V i 

5 32 I 

1 

16 

® 16 

July 

165 

160 

160 

1 

3 1 
6 32 i 

1 

1 

6 16 

August 

165 

160 

157 

1 

r ^ ' 

^ 32 

1 

1 

6 16 

September 

164 

160 

158 

1 

6 1 
6 32 

1 

3 

6 32 

October 

161 

158 

160 

1 

5 

6 “32 

1 

1 

6 16 

November 

160 

158 

164 

1 

6 

6 32' 

1 

1 

6 16 

December 

168 


163 

1^ 

6 

6 32 

1 

1 

6 16 


(a) Economist’s Index Number (b) United States Bureau of Labour 
Index Number (c) Index Number of Wholesale Prices in Calcutta. [Prom 
Apptndtcea to the Report of the Currenoff Commmton, 1925-26, Vot II, 33-34 ]. 





266 


The figures have been taken from a Memorandum 
giving the history of the Indian currency system, sub¬ 
mitted to the Commission by Mr. A. McWatters, Secretary 
to the Government of India, Finance Department. 
Mr. McWatters thus comments on the course of prices : 
“ From the beginning of the year 1922 till the end of 
1924 Indian prices remained remarkably steady Since 
January 1925, however, there has been a downward move- 
ni'^iit vhich IS in fairly close harmony with the renewed 
downward movement m sterling price*! 

This IS indeed very obvious The Calcutta index 
number stood at 180 111 November and 17(> in Dopcmbcr 
1924, or at about the same level at winch it had stood at 
the end of the year 1922 Rupee pru’cs thus icmamed 
remarkably steady between 1922 and 1921. Wc arc there¬ 
fore not entitled to speak of any violent downward move¬ 
ment of our prices before January 1926 

From January to September 1925 there was a fall in 
rupee prices, but, as the statement given above shows, 
there was a precisely similar fall during the same peiiod 
m sterling prices What was the relation ot rupee prices 
to the world gold prices 

The world gold prices for the Currency Commis¬ 
sion mean the average of English prices (Board of 
Trade) converted into gold and gold prices in the United 
States (Bureau of Labour) They have neglected the rest 
of the world 

The course of gold prices m the United Stales and in 
European countries m 1925 was not the same While 
prices in the United States remained fairly steady, gold 
prices in Europe fell appreciably. The average of price 
index numbers of the Board of Trade and the Bureau of 
Labour (United States) used by the Commission is mis- 

* Ajypendtce$ to Currency Repot I, II, p 23, 






leading. To obtain a general view of twrfti fpM ptto lt 
must study the movement of gold prioee In lib* MNNI 

important oountriee of the world. 

Tho following table shows the indett ttombireof whot*» 
sai(‘ gold prices in 1925 in the Unitef) States and 14 ooiin* 

tiu‘i of Eurofie — 


[ 1 able 
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International Index Numbers of Wholesale Prices in 
Gold. (1913-14 = 100) 

(The figures have been calculated m the case of each country with 
reference to pre-Wat prices, they are comparable only 
m regard to their movement ) 


Year 1925 



a 


March 

p. 

S’ 

<0 

0 

o 

'3 

August 

Sept 

8 


Dec 

Germany, 

(Stat. R A) 

138 

137 

134 

131 

132 

134 

135 

132 

126 

124 

121 

122 

Great Brit — 

(Board of Tde ) 

168 

166 

163 

161 

169 

158 

158 

167 

156 

154 

163 

152 

France— 

(Stat Gen.) 

144 

138 

140 

139 

135 

130 

136 

136 

136 

126 

121 

121 

Belgium— 

(Mm d L’Ind 
et du trav ) 

150 

143 

145 

141 

137 

131 

134 

133 

130 

135 

133 

133 

Ifetherland— 

(Cenr Bur v d 
Stat) 

161 

169 

164 

150 

151 

163 

166 

155 

155 

154 

154 

155 

Denmark— 

(Pinanstid) 

166 

152 

151 

150 

151 

166 

163 

166 

147 

146 

148 

145 

Sweden— 

(Komm Koll) 

170 

170 

169 

164 

162 

161 

161 

169 

167 

154 

165 

166 

Norway— 

(Oek. Re\ ) 

159 

160 

159 

163 

164 

165 

175 

178 

179 

168 

165 

165 

Switzerland— 

(Lorenz) ' 

nr 

170 

166 

163 

1 162 

162 

161 

160 

159 

157 

157 

155 

Italy- 

(Bachi) 

142 

141 

139 

140 

137 

131 

134 

142 

152 

147 

149 

150 

Spain— 

(Inst. Geogr v 
Estadist) 

140 

141 

142 

141 

144 

141 

141 

137 

138 

139 

137 

137 

Austria- 

(Stat Nachr) 

148 

148 

144 

140 

139 

143 

138 

: 132 

128 

128 

125 

125 

Czecho-Slorakia 

(Stat Staatsamt) 

152 

150 

148 

147 

145 

147 

145 

145 

144 

142 

142 

141 

Poland— 

(Official) 

120 

121 

122 

119 

118 

119 

120 

107 

no 

109 

104 

88 

United States of i 
America— 

Bur of Labour 

16 o| 

16l| 

161 

156| 

155 

157 

160 

160 

160 

158 

158 

166 


Wlrtschsft and Statfatik, Berlin, (published by the Government 
Statistical Department), 1 Feb Heft 1926, p 84. 
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The American index number for September was the 
same as that for January. But in 12 out of the 14 coun¬ 
tries of Europe prices in September 1925 were lower than 
in January. 

The explanation of the fall in European gold prices in 
1926 IS “ increasing economic stagnation in most of the 
European countries” * in contrast to the favourable con¬ 
juncture in the United States. Prices had been rising in 
the year 1924, and the rise of prices was partly specula¬ 
tive The fall of prices in 1926 was in some measure due 
to a reaction against inflated prices, and mainly to increas¬ 
ed production The revival of trade in the United States 
raised prices m the month of July in that country to the 
level of January, but “increasing depression” in Europe 
continued to lower prices in the great majority of Euro¬ 
pean countries 

In December 1926, as compared with December 1924, 
the world prices of the great majority of commodities had 
fallen This is shown by the following ♦^able — 


[Table 


Wxrtachaft und StatxaUl, 1 February Heft, 1926, pp 84-85, 



2?0 


Wheat 

Rise ( + ) or fall ( -) in ] 
in Dec 1925 as compared 
December 1924 Per cent 
+ 1 

Rye 

- 

25 

Barley 

- 

24 

Oats 

- 

2 

Maize 

“ 

12 

Beef 

- 

9 

Mutton 

- 

11 

Pork 

+ 

31 

Lard 

- 

11 

Tallow 

- 

9 

Butter 

- 

18 

Linseed oil 

- 

21 

Rapeseed 

- 

3 

Rapeseed oil 

- 

4 

Sugar 

- 

23 

Coflee 

- 

15 

Tea 

- 

12 

Cocoa 

- 

9 

Tobacco 

4 

3 

Hides 

- 

1 

Leather 

- 

10 

Cotton 

- 

21 

Wool 

- 

29 

Silk 


8 

Jute 

+ 

57 

Hemp 

- 

16 

Flax 

- 

39 

Rubber 

+ 189 

Iron 

_ 

16 

Copper 

- 

3 

Zinc 

+ 

8 

Tin 

+ 

12 

Lead 

- 

12 

Coal 

_ 

10 

Petrolum 

- 

5 

Saltpetre 

. 

2 


(These figures are based on English prices converted into gold, except 
m the case of rye and sugar, for which New York quotations were used 
Wtrtachaft und StcUtsttk, 1 Pebruar Heft, 1926, p 87). 
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Such was the course of world gold prices during the 
year 1926 It is seen that the downward movement of 
the rupee from January to September 1925, mas the reflec¬ 
tion of a similar movement not only m English, but 
European gold prices. 

The fall in our prices in harmony with European gold 
prices was natural The greater part of our foreign trade 
is with the United Kingdom and the Continent of Europe. 
The share of the United States in our total foreign trade 
IS about 10 per cent 

In a study of the price movement in relation to the 
exchange movement, it is always desirable to investigate 
the causes of the rise or fall in the prices of individual 
commodities The rise or fall of prices is not always due 
to changes in the rate of exchange, and even if the price 
of a commodity falls at a time when exchange is rising, the 
amount of the fall in pi ice being equal to that of the rise 
in exchange, the causes of the fall may be wholly uncon¬ 
nected with the rise in exchange. Hence the importance 
of the study of price fluctuations in the case of individual 
commodities 

A detailed study of the movements of Indian prices 
from 1801 to 1891 was made in connection with the Indian 
currency reform of 1893 ^ The subject also attracted the 
attention of a foreign writer, Dr. Paul Arndt, whose work 
Die Kaufkraft dev Rnpie* may still be read with interest. 
At the very outset Ur Paul Arndt says .— 

“ So far as the available matonal permits, I shall try to answer the 
question, whether the price level has risen within the 25 years in question 
{1S10—Q5), for each important commodity Kfxirately , it will then become so 
much the easier to recognise the causes to which, on the whole, the fluctua¬ 
tions in prices are to bo ascribed ” (italics Dr Arndt’s) * 


* Papers rdaiing to Changes iw the Iiiduin Currency System, Simla IS93 
pp. 31—52 

• Tuebingen, 1897 Verlag der H, Laupp’sehen Buohhandlung 
' Pages 12-13. 
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Similarly, O’Conor, in his paper on Prices, written 
in 1892, undertakes a detailed examination of the fluctua¬ 
tions m the prices of articles of import and export, and of 
wholesale as well as retail prices. 

This IS the only right and proper method of investiga¬ 
tion m such a case It is most remaikablo that the Cur¬ 
rency Commission should have recommended the stabiliza¬ 
tion of the rate of exchange at Is (id, mainly on the 
ground that Indian prices had become adjusted to the rate 
of exchange, without having considered whether in the 
case of the larger number of the more important com¬ 
modities such adjustment had taken place The Currency 
Peport does not contain a single leterence to the price of 
any article, whether of impoit or exjiort ' 

The gold value of the rupee fluctuated about the level 
of 15d gold from January 1922 to February 1924. In 
March 1924 it fell to l^f. 2i5d,but thereafter, ignoring 
minor fluctuations, it rose continuously to 16? 6/^d in 
September 1925 Between March 1924 and September 
1925, thus, the gold value of the rupee rose 24 per cent. 
To what extent did rupee prices fall in this period by way 
of adjustment to the very considerable rise in exchange 
The following table shows the prices of the more 
important articles of export and import in March 1924 
and September 1925, and the extent of the rise or fall in 
each case in September 1925 (March 1924 = 100) 


[Table 
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Wholesale Market Prices. 









Index No 


March 1924 ; 

Sept. 

1925 

March 







1924 = 100 


Rs 

a 

P 

Rs 

a 

P 


(Jtitah — 








Rice, Rangoon Small Mill, per 

0 

1 

2 

6 

6 

10 

106 

md 

Wheat, Delhi No 1, per cwt 

I 

c 

13 

1 

0 

8 

6 

3 

122 

Wheat, Khaiidwa Seoul, per 

57 

8 

0 ; 

I 71 

0 

0 

123 

candv 1 

Wheat, Jubbulpur, per candv 

46 

0 

0 

' 55 

8 

0 

121 

Jowan, Rangoon, per md 

4 

7 

1 

4 

2 

0 1 

93 

Barley, ,, 

3 

G 

2 

4 

7 

1 , 

131 

Bajri, Ghati, ,, 

1 4 

0 

4 

4 

15 

7 ' 

124 

PuUt'i- 








Oram, Punjab Yellow, 2nd 

' 3 

4 

G 

4 

7 

1 

135 

sort, per md 

Turdal, Cawiiporo, per md 

5 

1 

3 

5 

13 

1 

115 

Suqai — 








Ja\a white, per cwt 

1 26 

4 

0 

14 

13 

0 

56 

Raw (Oul) Sangh, per md 

' 8 

1 

13 

6 

12 

14 

10 

146 

Other Food — 








Turmeric, Rajapuri, per md 

25 

0 

7 

, 10 

1 

1 

40 

Ohi, Deshi, per md 

85 

11 

5 

88 

9 

2 

103 

Salt Bombay (black) per md 

2 

4 

0 

2 

4 

0 

100 

Oihefdfi — 








Linseed, Bold, per cwt 

12 

7 

0 

12 

15 

0 

104 

Rapeseed, Cawnpore, brown 

i 9 

12 

0 

' 11 

8 

0 

118 

per cwt 

Poppyseed, Cawnpore, per cwt 

' 12 

10 

0 

' 13 

10 

0 

108 

Gingelly, White, ,, 

1 15 

8 

0 

14 

11 

0 

95 

Colton, raw — 




1 




Broach, Good, per candy 

560 

0 

0 

1 462 

0 

0 

83 

Cotton manufacture's — 








Twist, 40 S, per lb 

1 

14 

0 

1 

8 

0 

80 

Grey shirtings, Farl, 2,000, 

13 

14 

0 

11 

8 

0 

83 

per piece 

White mulls, 6,600 per piece 

9 

0 

0 

10 

12 

0 

119 

Shirtings, Liepmanna, 1,500, 

29 

0 

0 

22 

12 

0 

78 

per lb. 

Long cloth, local made, 86" x I 

1 

7 

6 

1 

2 

3 

78 

yds , per lb 1 
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^laroh 1924. 

Sept 1925 

Index No. 

March 

1924=100 


Bs a 

P 

Rs. 

a. 

P 


Chudders, 64" x 6 jds , per lb 

Silk— 

1 4 

9 

1 

1 

3 

83 

Silk, Manchow, per lb 

9 13 

0 

7 

10 

7 

78 

Silk, Mathow Lari, per lb 

Hides and shm — 

8 3 

9 

4 

11 

3 

57 

Hides, cow, tanned, per lb 

1 11 

9 

1 

11 

4 

98 

Hides, buffalo ,, ,, 

0 11 

11 

0 

12 

11 

108 

Skins, goat ,, ,, 

Metals — 

2 7 

11 

2 

7 

11 

100 

Copper braziers, per cwt 

74 8 

0 

62 

8 

0 

84 

Iron bars ,, 

7 0 

0 

7 

0 

0 

100 

Steel hoopes, ,, 

11 4 

0 

11 

0 

0 

98 

Galvanized sheets ,, 

16 4 

0 

14 

0 

0 

86 

Tin plates, per box 

Other ran) and manufactured arti¬ 
cles—- 

20 0 

0 

16 

8 

0 

83 

Coal, Bengal, per ton 

24 10 

0 

22 

14 

0 

93 

Coal, imported, per ton 

26 11 

8 

24 

6 

11 

91 

Kerosine, Elephant brand, per 

2 tins 

7 4 

6 

7 

7 

0 

102 

Kerosine, Chester brand, per 
case 

9 8 

0 

9 

8 

0 

100 

Tea, Calcutta, average sale 
price, per lb 

Jute, raw— 

0 12 

0 

0 

12 

2 

101 

Firsts, per bale of 400 lb 

61 0 

0 

102 

0 

0 

167 

Lightnings ,, 

Jute manufactures — 

55 8 

0 

97 

0 

0 

181 

Bags, B Twills lbs per 100 

bags, Near 

53 8 

0 

67 

4 

0 

120 

Hessian cloth, 8 oz 40" per 
100 yds 

16 0 

0 

19 

6 

0 

121 

Hessian cloth, lOi oz per 100 
yds 

Indigo, Calcutta, current market 
price — 

20 10 

0 

25 

0 

0 

121 
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1 

Index No 


March 1924 ' 

Sept 1926 

March 


i 


1924 = 100 


Rs a p 

Rb a. p. 


Up to 68% of unit of colour. 

3 12 0 

3 12 0 

100 

per fact md 




Over 68 % of unit of colour, 

4 4 0 

4 4 0 

100 

per fact md 



1 

IFoof, law— 




Karachi, Kandahar, per md 

42 0 0 

47 0 0 

112 

Coffee - 




Bangalore, Pcaborrv Parch 

22 8 0 , 

23 8 0 

104 

ment, per 26) lbs 




Bangalore, Parchment, per 

16 4 0 

16 8 0 

102 

26* lbs. 




Total 39 articles 



3,892 

Average ,, 

i 


98 

Total 50 articles 



5,151 

Average ,, 

1 


103 


(Tho first 39 articles are those lucludod m the index number of whole¬ 
sale prices in Bombay (Bombkv Labour (ra/cttc) and their price quot¬ 
ations have been taken from the Labour (rv/otte The prices of the re¬ 
maining 11 articles, not included m tho Bombaj index number, are those for 
the latter half of the month and ha\e been taken from the Indian Trade 
Journal for March 27, April 3, 1924, and October 1,1925 For tea the 
average sale price for tho mouth of March was not avulabb and therefore 
the quotation for February 26 (1924) has been used ) 

Of the first 39 articles, the price of 18 tell, of 4 re¬ 
mained stationary while that of the remaining 17 rose. Of 
the 11 articles not included in the Bombay index number, 
the price of 2 did not change, while that of the other 
9 rose 

Out of a total of 50 articles, it would be absurd to 
talk of any adjustment of price to the rate of exchange in 
the case of 32, whose price showed no fall at all. 
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In the case of the articles which fell in price, it is 
impossible to say how far the fall was due to the rise in 
exchange or to causes affecting world production and con¬ 
sumption 

The case of turmeric is exceptional The price of 
turmeric per maund was Rs 5-9-3 in July 1911, Rs 31-4-8 
m January 1923 and Rs 39-11-8 m December 1923 The 
index numbei for turmeric rose to 712 in December 1923* 
(J ily 1014—100), after which a rapid fall set in Within 
less than a year the index number had fallen in 464 
(October 1924) and in September 1925 it stood at 180 

The fall in the price of sugar (Java white) and cotton, 
raw and manufactures, was duo to world causes. 

The gold price of sugar was alieady falling in 1924, 
it fell further in 1925 The abundant cotton crop in the 
United State lowered the gold price of raw cotton m 1926 
The gold price of silk, on the whole, tended to rise in 
the world’s markets in 1925, and the heavy fall in the 
price of silk in India must be due to causes peculiar 
to India 

The causes of the fall in the price of Indian coal are 
well known According to the Report of the Tariff Board 
on Coal, the fall in price in 1924 and 1925 was due to an 
over-rapid development of the industrj’^ The causes of the 
fall in price are not connected with the rise in exchange 
but “ the excess of production over demand ’’f The world 
price of coal fell at the same time 

It is obvious that when the price of a commodity falls 
at a time when exchange is rising, it is wrong to infer 
that the fall in price mmt be due to the rise in exchange 

* The exclusion of turmeric lowers the general index number (Bombay) 
for December 1923 from 188 to 175, or by 13 points (arithmetic average ) 
t Tariff Board’s Keport on the grant of protection to the Coal industry 
1926, p. 24 
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The nee or fall of pnce by groups is shown below :— 
March 1924 = 100. 


in price 

Fall tn price 

Cereals (7) 

+ 117 

Other Food (3) 

-81 

Pulses (2) 

1 +123 



Sugar (2) 

, +101 

Cotton raw (1) 

-83 

Hides and Skins (i) 

+ 102 



Kerosine (2) 

; +101 

Cotton nanufacturos (6) 

-87 

Tea (1) 

' +101 



Jute raw (2) 

+ 171 

Silk (2) 

-68 

Jute manufactures (^) 

' +121 



Wool (1) 

+ 112 

Metals (3) 

-90 

Coffee (2) 

+ 103 



Oil Seeds (4) 

+ 100 

Coal (2) 

-92 


' Indigo (2) no change ' 


The fall in the 

group “ 

Othci Food was due to 

tur- 


meric, whose price tell HO per cent, the price of ghi rose 
3 per cent while that of salt did not change. 

Considering the special influences acting on the world 
prices of certain commodities like sugar, cotton and coal, 
which made them fall, and the fact that the prices of the 
larger number of the commodities showed no fall, the 
evidence in favour of the view that prices in September 
1925 ha<l become adjusted to the rate of exchange is not 
very strong. 

It is a most curious fact that while there was un¬ 
doubtedly a fall in the Indian price level from January to 
September 1925 in harmony with the fall in gold prices in 
Europe, the average price of the articles mentioned in the 
table given above in September 19^6 was practically the 
same as in March 1924, in spite of the fact that in Sep¬ 
tember 1926 the gold value of the rupee was 24 per cent 
higher than in March 1924. The average of the 39 
articles included in the Bombay Index Number in Sep¬ 
tember 1926 was 98, and of all 50 articles 103. 

The strongest argument in favour of the stabilization 
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of exchange at Is M. was that Is 6rf. was the de facto 
rate. The argument based on the adjustment of rupee 
prices to the rate of exchange is of little value 

The rise of exchange is explained by the financial 
policy of the Government 

The currency was contracted by 31 crores 58 lakhs 
in 1920-21 and the policy of contraction was continued in 
the following two years, the net contraction made in 
these two years being 111 lakhs and 5(>9 lakhs respective¬ 
ly. Seasonal currency was issued and withdrawn in 
1921-23 and in the following years By January 1923 
exchange had risen to about Is 4d sterling, and it con¬ 
tinued to rise Helped by good monsoons, favourable 
balances of trade and cessation of the fall in world 
prices in 1923 and 1924, and owing to their control of the 
local financial situation, the Government of India, in the 
words of Mr McWatters, were able “ to take action of 
a kind which had the natuial result of improving the ex¬ 
change value of the rupee After the rise of exchange 
to 1.9 6d sterling ( = 16d gold) in October 1924, the 
action taken by the Government was to prevent the rise 
of the rupee above that rate 

Attention may also be drawn in this connection to 
the change in the method of Government remittances and 
its effect upon exchange At the present time Govern¬ 
ment remittances are made to England chiefly by pur¬ 
chases of sterling m India, not by the sale of Council 
Bill by the Secretary of State in England The change 
was introduced in 1923-24 “ The object underlying the 

change was that the factors influencing the immediate 
course of exchange could be gauged more accurately and 
more promptly in India, and by regulating the purchases 
with reference to the varying conditions of the market, 
the operations of Government could be conducted so as 
t Appendix to Currency Report II, p. 18 
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to avoid violent fluctuations in rates with benefit both 
to trade and to the country generally.”t The rise of ex¬ 
change in the early part of 1924-26 was steadied by the 
Government purchases of sterling, and from October 1924 
onwards, when exchange ha<I reached Is- 6d (sterling) 
the readiness of Government to purchase large amounts 
of sterling at or about this rate kept exchange compara¬ 
tively stable The rise in the sterlmg-dollar exchange 
made I 5 . sterling equal to Is (ul gold 


t Appendices to Report of Currency Commi^nm, 1925-20, II, 22. 



CHAPTER XV. 


Exchange and Prices—Past Experience 

We have seen that the rise in excliange between 
1922-25 must be attributed to the financial measures 
adopted by the Government We have also seen that the 
claim of the Cuirency Commission that Indian prices 
became adjusted to the 1*' 6ci ratio is based on very little 
evidence 

Between 1873 and 1925 exchange was a stable for a 
comparatively short period—from 1898 to 1914 , in 
other years it was either using or falling The ielation 
of exchange to prices in the past forms an interesting 
subject of study The question which will occupy our 
attention in this Chapter is the same as was disccussed in 
the preceding Chapter, z e , how far our prices adjust¬ 
ed themselves in the past to a falling, rising or stable 
exchange 

For the sake of clearness we may divide the subject 
into four paits 

(1) 1873-95, period of falling exchange This 
period saw the closing of the mints to the coiuago of 
silver (1893), and the conversion of the rupee, which was 
a full value coin before 1893, into atokon com 

(2) 1895-98, period of rising exchange 

(3) 1898-1914, period of stable exchange The 
gradual evolution of the gold exchange system belongs to 
this period. 

(4) 1914-24, perhaps the most interesting period in 
the history of Indian currency As we have seen, it 
saw the breakdown of the gold exchange system during 
the war and a rise of exchange which reached its culmi- 

280 
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ivating point in February 1920 The pound was re-valued 
in 1920 at 10 Rs=l£ Exchange iel) lor about two 
years and then roh - again 

Pariod of FaUimj Exchange, 1873 — 96. 

The fall 111 exchange between 1879 and 1895 was due 
to the fall in the pric<‘ of silver Ilut the more interest¬ 
ing question with whieh we arc concerned is whether 
the purchasing powei ol the lupee in terms of commodi¬ 
ties in India decreased in tlie same proportion as the gold 
value of the rupee, or whether it decieased at all 

The Government ot India addiesse<l a despatch* to 
the Secretary of State foi India in August 1892 on the 
subject of Indian prices, enclosing a shoit paper by J E 
O’Conor, Assistant Secretary in the Department of 
Finance and Comraercc, on the lange of puces in India. 
In paragraph 7 of the despatch the Government of India 
referred to the connection between prices and exchange 
as follows “ Your Lordship is no doubt aware that, 
although there must be a connection between the range 
ot prices and the standard ot value, it is in practice ex¬ 
tremely difficult, if not impossible, to trace the connec¬ 
tion ^ The extent to which fluctuations of price are due 
on the one hand to such causes as the failure of crops or 
the apprehension of scarcity can never be determined 
with accuracy. The figures wo have just given confirm 
this conclusion ” From the paper prepaieil by O'Conor 

* Papers relating to Ch.iiigos in tho Indian Curroncj S}steni, 1893, 

p. 31. 

* The Hon J L Hacka}, of Mackinnon Mackenzie and Co , owners 

of jute and cotton mills and general merchants’ agents, m the course 
of his evidence before tho Horscholl Committee thus referred to the 
connection between prices and exchange (Q 1068) “ . if you take the 

case of juto for mstunce, jute was Ks. 9 a maund last year, land this 
year, with exchange much lower, it is about four It is exceedingly difficult 
to trace the connection between tho standard and prices. I am unable to do 
it.” 
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and tho price statistics (luotcd by him it appears that 
the wholesale prices of imports generally, as compared 
with 1873, had fallen in 1892 by ‘2b per cent m the 
case of cotton goods , from 3() to 43 per cent, in the case 
of cotton yams. 3b per cent in the case of iron and 28 
pel cent in the case of copper The puce of korosine oil 
fell 24 per cent, m the case of American oil and 19 per 
cent in the case of Russian oil as compared with 1888 
(no figiiies betoie 1888 available) 

As regards exports, the position in 1892 as compared 
with 1873 was as follows 

Wholesale Fme^ in 1892 {1873= 100) 


Aiticlcs 

Prices 

Ai tides 

Prices 

Articles which fell in price* 

1 

Shellac, middling 

95t 

Cotton Broach, 

75 1 

Silk, raw Sardah 

61 

,, }arns, 20b 

05 1 \rtiolob which rose in price 


,, T cloth 

77 ' 

Wheat, Bombay 

118 

Hides, cow 

06 , 

,, Calcutta 

103 

Indigo, Good 

74 

Rue, Unoitijh}/ 

162 

Opium, Bengal 

89 I 

,, lidlldjtl 

169 

,, Malwa 

88 

Linseed, Bombay 

110 

Tea, good Souchong 

41 ' 

,, Calcutta 

112 

Articles of minor importance 


Jute, picked 

2.36 

which fell m price 


,, ordinary 

231 

Saltpetre 

85 : 

Gunny bags 

132 

* Those aiticless roproseut 47 per 

Cent of the arorago \alue of the 

exports of Indiin morohaiidise in the five 

3 errs ending 1892 — t A specula- 

tivo tiado with great fluctuations in price 

. 67 in 1891 

1 


O’Conor thus commented on the rise in the prices of 
these articles^ “ The general rise of price of these 
articles in 1892 is due to special and exceptional reasons, 
and except as regards rice, it cannot be said that prices 

* Papers relating to Changes m the Indian Currency System, 1893, 

p 35, 







show any distinct temiciicy to a permanent rise Onnc-ral- 
ly it may bo said that with the exception of ri(‘< (which 
has shown a distinct upward tendenry since 1887) and 
]uto, all the iiupoitant staples of the export trade have 
either not increased or have fallen in price ” 

The following statement compares the fluctuations 
111 Indian prices and the couise of exchange m this 
period • 



1 



Nunihci ■( of 1 

*/ tees 


4\er»f{o 





Ye,»r 

of 

exch Jiige 
ptr He 

IikIox No 

' Exported 
article'. 

' General 

Imported Index No 
articles for all 



■ 

(2b) 

(11) 

(39) 

articles 

1873 

3‘2 SOI 

100 

100 ' 

100 ’ 

100 

1879 

19 9G1 

89 

112 i 

83 , 

104 

1881 

19 308 

1 80 

96 ; 

78 ' 

91 

1889 

10*179 

73 

104 ' 

91 i 

101 

1894 

IJ 100 1 

50 

110 1 

81 

102 


(Source Index Xunihers' of Indian Prices, 1861 — 1926, 
Department of Commercial Intelligence and Statistics. 
Figures of Exchange arc tor fiscal years 1873-74, etc 
The fiscal j'^ear ending 3Dt Maich 1874 coi responds more 
closely to the calendar yeai 1873 than the fiscal year 
ending 31st March 1873) 

Between 1873-74 and 1894-05 while exchange fell 
heavily (41 per cent) the rupee pi ice level rose 2 per 
cent, in 1894 and 4 per cent m 1895 The index 
number for exported articles shows a 10 per cent rise in 
1894 and 11 per cent rise in 1895, while that for 11 im¬ 
ported articles was 16 per cent, lower than the level of 
1873 in 1894 and 13 jier cent, lower in 1895. 

The prices of food-grains were much influenced by 
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scarcity conditions in this period The index number of 
the retail price of food-grains rose to 174 in 1878 and 
stood at 160 in 1879 (1873 = 100).’*' It was again high in 
1889 (119), and rose to 148 in 1892, after which it fell to 
114 in 1894 The high level of food prices in 1891-96 
was partly duo to increased foreign demand for rice and 
wheat. 

The effect of the fall in exchange on rupee prices is 
obscured not only by the fluetuations of the seasons, but 
by another power fill influence which was then at work 
European prices were falling from 1873 to 1896 , this 
would account for the fall in the price of imported 
articles, in spite of the great fall in exchange Among 
exported articles, neglecting food-grains, the prices of 
the following articles had fallen in 1894 cane jaggery 
(Madras) , tea , rapeseed , cotton, raw and manufactures, 
silk raw , wool law , and coal (1889 in the case of coal = 
100). Ghi remained stationary. O’Conor attributed 
the rise in the price of jute, law and manufactures, and 
linseed to special causes, and this must also be the ex¬ 
planation of the rise in the price of indigo (1893-96), 
shell-lac (1893-96) and saltpetre (1894-95) In 1892 all 
three were lower in price than in 1873. On the whole, 
while our prices show some effect of the fall m gold 
prices, it is impossible to speak of any adjustment of 
prices to the rate of exchange 

Period of Rising Exchange^ 1895 — 1898. 

The Indian mints were closed to the coinage of silver in 
1893 with the objectof stabilizing exchange at 16c?. per rupee 
The 16c?. rate had been chosen as it represented the ex¬ 
change value of the rupee in the years immediately pre¬ 
ceding the closing of the mints to the coinage of silver. 

* See Index Numbers of Indian Pnce«, 1861-1920, 
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Government hoped to prevent a fall in exchange below 166^ 
by “ starving the circulation ” If, while population is 
increasing and trade is expanding the growth of cur¬ 
rency IS restricted, the effect would be to reduce the volume 
of the currency in relation to trade. Tlie results of the 
currency experiment which the (Tovernment were deter¬ 
mined to try were uncertain^ But as soon as the Govern¬ 
ment decision became known, speculation m rupee paper 
caused exchange to rise rapidly, and it was thought even 
in official circles that the new gold par would be reached 
within a few months ^ But then came the reaction The 
high rate duo to speculation could not be maintained, and 
the closing of the mints was not immediately followed by 
any contraction of the circulation. Exchange fell. 
Having reached its lowest level m .January 1895, exchange 
began to rise slowly in spite of the continued fall in the 
price of silver The average rate of exchange in 1895 

‘ Sir David Barbour, Finance ^lembei of the Government of India, 
m introducing the Bill for closing the mints said “ It may well bo asked 
whether it will bo possible for us to make the gold standard effective at once 
To this question I cannot give a confident answer, and I do not believe that 
it 18 possible for anyone to do so It may bo that the gold standard can be 
made effective fiom the first, although it will not be secure until there is a 
considerable amount of gold in our treasuries and banks Or it ma) be that 
the making of the gold standard effective will involve a long and arduous 
struggle, and necessitate heavy saciificcs ” 

*“ Although it cannot be said that either the Ilerschell Committee’s 
Report or the statements of the Government of India gave the public any 
warrant for behoving that the closing of the mints would result in an 
immediate advance in exchange to the 1G(1 par contemplated, nevertheless 
many influential persons piomptly came to the conclusion that such would bo 
the result As soon as it was known that the mints w'ould be closed and that 
the gold value of the rupee was to bo laisod to a maximum of IGd there began 
a heavy speculation in rupee paper which forced exchange up rapidly , and 
the advance itself tended to confirm the belief of those who expected the 
immediate attainment of a ICf/. rate Even the Indian Government became 
convinced of the soundness of this belief, and, apparently expecting the attain¬ 
ment of the now gold par within a few months, urged the Secretarv of State 
for India not to sell his Council bills below a 16ff basis” E W 1 i nmerer 
Modem Cunency liefonm, p 40 sq 
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was 13 dd , in 1896 it was 14 4c? ; and in 1897, 
16 3c? In the latter part of 1897 exchange nearly touch¬ 
ed the 16c? par. Between l896 and 1898 thus the gold 
value of the rupee gradually increased How far did the 
rupee appreciate in this period in terms of commodities 
m India ? 

The outstanding feature of this short period is the 
famine of 1806-97, one of the severest lamines in the 
history of modern India As the result ot the famine, 
retail prices of food-grains, rose to 166 in 1896 and 209 in 
1897, and the index number for 28 exported commodities 
rose to 111 in 1896 and 117 in 1897 (1873 = 100) But 
the rise of prices in 1896 and 1897 was confined to lood- 
grains and a very limited number of other articles There is 
no question that prices were tending to fall. Of the 28 
exported commodities, ignoring food grains, only cane 
jaggery, castor oil and raw hides were higher in price m 
1898 as compared with 1895 Of the 11 imported articles, 
prices of 4 rose in 18S8 (salt, iron, spelter and coal). The 
average prices of exported and imported articles and the 
general index number fell. 

Index Numbers of Average Prices of Exported and Import¬ 
ed Articles 1H95 to 1898^ {t87J=100). 


\ 

Year 

1 

Exijorted 

articles 

1 

Imported 

articles 

General 

index 

number 

1895 

189G 

1897 1 

1898 

111 

117 

124 

110 

87 

94 

86 

80 

104 

110 

113 

96 


' cf. Index Numbers, 
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It IS therefore evident that apart from the famine of 
1896-97 the movement of prices in India in this penod 
was in the downward direction, and that prices were 
actually lower in 1898 than in 1896. The rupee had 
appreciated m terms of commodities in 1898 at the same 
time that its gold value increased Is there any connec¬ 
tion between these two facts 

A fall of prices makes a country a good market to 
buy in and a bad market to sell in Exports thus increase 
and imports decrease, and this is the state of trade favour¬ 
able to a rise m exchange. But so far from exports being 
encouraged, net exports from India, in 1896-97 and 1897- 
98, on account of the disastrous famine of 1896-97, were 
less than in 1895-96 


Exports and Imports 1896-96 to 1897-98 {Lakhs of Rs.) 


Years 

1 Exports 

_ 1 _ 

Imports 

Net exports 

1895-96 

’ 114,26 

__ 

69.32 

44,94 

1896-97 

103,91 

71,79 

32,12 

1897-98 

97.64 

69,27 

1 

28,27 


The decline in exports was principally due to the dec¬ 
line in the exports of certain articles (coffee , raw cotton, 
indigo, wheat, rice and other sorts of grain and pulses , 
and oil seeds) for which the famine of 1896-97 was res¬ 
ponsible. 

It must be admitted that on account of famine economic 
conditions in India in 1896-97 and 1897-98 were exceedingly 
unfavourable, and exchange should have fallen. Exchange 
nevertheless rose. How was that possible ? The causes 
of the rise or fall of exchange as has been said above, are 
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not always found in changes in prices , exchange is subject 
to many peculiar influences of its own For example, we 
have seen that the announcement that the mints would be 
closed to the coinage of silver led to speculation which 
caused a rapid, though temporary, rise in the exchange 
value of the rupee, independently of any change in prices 
The rise of exchange between 1895 and 1898 was duo, 
not to favourable trade conditions, or the fall of prices in 
India, but firstly to certain financial measures adopted by 
the Government of India, and secondly, because, as Di 
M Bothe points out\ the position taken by the Govern¬ 
ment of India m international discussions on currency 
questions was calculated to strengthen the confidence of 
foreign countries in the determination of the Government 
to cany through cuirency icforms in India to a successful 
conclusion 

The famine of 1896-97 cost the Government over 
17 crores While the Government of India’s financial 
resources were strained to their utmost by the famine, 
a large military expedition had to bo organized m the 
latter part of 1897 to suppress the rising of frontier tribes 
The financial burden thrown upon the Government by the 
famine and the military expedition (particularly the for¬ 
mer) was heavy To meet the expenditure Government 
raised loans m India and in England, and on 15th Decem¬ 
ber 1896 the fiduciary paper currency was increased from 
8 to 10 crores. Farther, the sale of Council bills by the 
Secretary of State for India was at first limited, and then 
111 September and October 1897 stopped altogether. Finally 
on 3rd September 1897 the Secretary of State appeared 
in the London market as a purchaser of bills on 
India, for some of which he paid a price of 16*/jad. per 
rupee 

‘ M. Bothe, Die mdische Waehrungsreform seit 1893 Stuttgart and 
Berlin 1904 P 132 



The most important factor which influenced the el- 
change was the limitation of the sale of Council bills and 
the cessation of sales in September and October 1897 The 
total amount ot the drawings of the Secretary of 
State in 1897-98 was £9,506,000 as compared with 
£17,664,(XX) in 1895-96 In the first eight months of 
the financial year, from April to November 1895, the total 
drawings amounted to £r2,086,0(X), in the corresponding 
months of 1897 only to £1,253,000 It cannot be doubted 
that the real causes ol the ii^e ot exchange, apart from the 
feeling of confidence in tlie Government’s currency policy, 
were the financial mcasuics which the Government was 
forced to adopt, not with the object of raising exchange, 
but 111 Older to meet the heavy expenditure it had incurred 
on account of famine and trouble on the North-West 
Frontier These measures exercised a favourable influence 
on India’s balance ot obligations, and thus caused exchange 
to rise Theie is here absolutely no question of any 
correlation between the price movement and the exchange 
movement in the period 1895—98 Left to itself exchange 
should have fallen That it did not fall, but actually rose, 
IS not duo to the tendency towards the fall of prices in India 
which undoubtedly existed, but to the factors mentioned 
above Prices were tending to fall owing to the contrac¬ 
tion of the circulation in the absolute sense. The actual 
circulation of lupees and currency notes between 1893 and 
1898 was thus estimated by Prices Inquiry Committee of 
1910 " 


Year 

Crores 
of Rs 

Year 

Crores 
of Rs 

1893 . 

132 

1896 

127 

1894 

129 

1897 

125 

1895 

132 

1898 

122 


‘ Rtport of thi Pneti Inquiry Committet qf 1910 P 92. 
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Period of StdbU Exchange 1898 — 1914. 

From 18S9 to the outbreak of the World War exchange 
remained stable and did not fall below l5. 4d. except in 
the crisis of 1907-08 

But while the gold value of the rupee remained stable 
its internal purchasing power fell heavily in this period. 
According to the index numbers ot the Statistical Depart¬ 
ment, prices of all exported articles in India, excepting 
sugar, raw silk, lac and indigo, were higher in 1913 than 
in 1899, excepting sugar and salt, prices ot all imported 
articles had also risen 

The causes of stability of exchange are to be found 
in the conditions of trade which were favourable through¬ 
out the period except in the crisis of 1907-08, when for 
a time the balance of trade turned against India and 
exchange fell Average not exports increased from 40 
crores in the quinquennium 1899-1900 to 1903-04, to 
45i crores in the quinquennium 1904-05 to 1908-09, 
and to 72^ crores in the quinquennium 1909-10 to 1913- 
14 It would have been surprising if the gold value of 
the rupee had fallen when trade conditions were so 
favourable for India. But it is remarkable that the gold 
value of the rupee remained stable at a time when the 
rupee was depreciating rapidly in terms of commodities 

War and post- War Fenod 

We now proceed to consider the relation between ex¬ 
change and prices m the period 1914—1924 

The main facts regarding the rise of prices in India 
and other countries have been discussed in a preceding 
Chapter, and attention has been drawn to the smaller ex¬ 
tent of the rise of prices m India in 1914—20. The 
monthly flucations of prices m India and the United 
Kingdom are shown by the tables given below.— 
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Index Numbers of English Prices {Economist) 
{Prices at the end of July 1914=100 ) 


Month 

1914 

1915 

19icjl917 1918|l919jl920192lj 

19221923 

1924 

January 


116 

150 

103 

1 

225 

1 

2281 

SO 3 ! 

219 ' 

167, 

169 

182 

February 


122 

156 

198 

227! 

226' 

3181 

202| 

166 

172 

182 

March 


129 

156| 

207; 

2291 

222, 

326 

199; 

168 

171 

181 

April 


ISO 

1631 

210 

2S1I 

2251 

3281 

192^ 

167 

173 

181 

May 


130 

169! 

211, 

234 i 

233' 

320 ; 

191' 

170 

172 

177 

June 


126 

1641 

220' 

2S8| 

241 

306' 

188 

171 

168 

177 

July 

100 

128 

164: 

218 

2S9 

251 

3071 

186 

171' 

163, 

182 

August 

: 105 

128 

171 

220 

244| 

2541 

S021 

188' 

166 

163 

180 

September 

108 

ISO 

1721 

220 

243' 

257 

200 

192 

164 

168, 

184 

October 

106 

ISl 

179! 

222' 

242 

265' 

280’ 

178 

166 

168' 

189 

November 

107 

136 

1861 

225 

242 

272 

257 ; 

171 

167 

177 

188 

December 

109 

141 

19li 

226 

238' 

287 

2311 

170 

166 

170' 

189 


Index Numbers of the Whole'iole Prices of 75 A) tides at 
Calcutta {Prices at the end of July 1914 = 100) 


. 

.1914 1915 1016’1917'19181919 1920 1921 

11922 ;i923j 1924 

January 

i 

110, 

124 

142 

168 

188 

218 

178 

178 

179 

172 

February 


112 

122, 

14l' 

177 

171 

209 

174 

179 

180' 

178 

March 


108 

123 

143 

176 

180, 

198 

175 

182 

181| 

179 

April 

! 

108 

122 

137 

170' 

190' 

200' 

183 

182; 

178 

174 

May 


110 

128 

I 45 I 

173 

197 

210' 

184 

I 87 I 

177 

176 

June 

1 

111 

127 ' 

137; 

172 

199 

206, 

178 

183| 

175( 

176 

July 

100 ! 

112, 

125 

142 

178 

215! 

209i 

18S 

181' 

170 

179 

August 

104 > 

113 

126 

142 

190 

204' 

209 

184 

178' 

171, 

180 

September 

looi 

II 4 I 

128| 

14S' 

197 1 

200 

208 

187 

176' 

174 ; 

179 

October 

102 

114 

132 

154' 

190 

205 

206 

184 

177' 

1741 

181 

November 

104! 

116 

140 

171' 

183 

210, 

194 

180 

178' 

177| 

180 

December 

1 

106' 

1 1 

116' 

144 

I 681 

188 

214 

180 

180 

176. 

179 

176 


The sale of Reverse bills with the object of strengthen¬ 
ing exchange m 1914-16, 1916-16 and 1918-19 has been 
mentioned before Apart from short peiiods of weakness, 
exchange tended to rise 

The rise of prices in India during the war, as m other 
countries, was principally due to inflation, but the amount 
of inflation in India as compared with other countries was 
small. As the result of deflation, a heavy fall of prices 
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occurred in European countries after 1920. As compared with 
1920 the English index number in 1923 fell 143 points, 
of Canada 90 6, Sweden 190, Norway 144, Denmark 
137, Holland 141, and United States 62 Indian prices 
also fell, but not much. In spite of the much 
greater rise of prices in Europe during the War, in 1924 
prices in the United Kingdom (164), Canada (165), 
Sweden (166), Holland (166), and the United States (140) 
were lower than in India (178) 

Measures were taken by the Government in 1917 to 
control exchange with the object of limiting the rise. 
This control was terminated after the armistice. The 
monthly fluctuations of exchange between 1914 and 1924 
are shown by the following index numbers. Rates of ex¬ 
change are given on p. 294 

Exchange Index Numbers 1914-24 (16d. —100). 


Month 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

January 

101 

99 

101 

101 

106 

112 

177 

111 

99 

101 

108 

February 

101 

99 

101 

101 

106 

112 

203 

103 

98 

103 

106 

March 

100 

99 

101 

101 

106 

112 

197 

96 

96 

101 

104 

April 

100 

99 

100 

101 

106 

112 

170 

98 

95 

101 

104 

May 

102 

99 

101 

101 

112 

112 

161 

98 

95 

101 

105 

June 

99 

99 

101 

101 

112 

124 

15B 

96 

96 

101 

106 

July 

99 

99i 

101 

101 

112 

124 

136 

95 

98 

101 

106 

August 

99 

99 

101 

101 

112 

124 

143 

97 

98 

lOOl 

109 

September 

99 

99 

101 

106 

112 

137 

138 

104 

98 

100 

108 

October 

99| 

100 

101 

106 

112 

152 

134 

109 

98 

102 

112 

November 

991 

100 

101 

106 

112 

156 

128 

104 

981 

104 

112 

December 

99 

100 

101 

106 

112 

174 

113 

99 

99 

107 

113 


What is the relation between exchange and prices in 
1914-24 ? Are the fluctuations of exchange, t «., the rise 
in 1914-20, the fall in 1920-22, and the subsequent im- 
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provement m exchange explained by the movements of 
Indian prices, or their relation to prices in the United 
Kingdom ? 

The following table shows the purchasing power 
panties between India and England from July 
1914 to December 1924. For England, index numbers 
of prices of the Economist have been used, and for India, 
the index numbers of the Commercial Intelligence Depart¬ 
ment, Calcutta The basic period in each c ase is July 
1914. 

Purchasing Power Parities between India and England 
1914—24 {Index Numbers of English Pnees divided 
by Indian) 


Month 

1014 

1916 

1 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

January .. 

_ 

105 

121 

136 

134 

121 

139 

123 

94 

94 

106 

February 

— 

109 

128 

140 

128 

132 

162 

116 

93 

96 

102 

March 

— 

119 

127 

140 

124 

123 

165 

114 

j 92 

94 

101 

April 

— 

120 

134 

163 

1 136 

118 

164 

105 

92 

97 

104 

May 

1 — 

118 

137 

146 

135 

118 

152 

104 

91 

97 

101 

June . 

— 

114 

129 

160 

133 

121 

149 

106 

93 

96 

101 

July 

100 

114 

131 

154 

134i 

117 

147 

102 

94 

96 

102 

August 

10 l| 

113 

136 

166 

128j 

124 

144 

102 

93 

95 

100 

September 

108 

114 

134 

154 

123 

129 

139 

103 

93 

97 

103 

October 

104 

115 

136 

144 

127 

129 

136 

97 

94! 97 

104 

November 

103 

117 

I 133 

132 

132 

130 

132 

97 

94 

100 

104 

December 

103 

121 

133 

135 

127 

132 

128 

94 

94 

100 

107 


Purchasing power parity rose to 121 m December 
1915, 137 in May 1916, and 160 in June 1917 In De¬ 
cember 1916 Indian prices had risen 16 per cent 
above the level of July 1914 (English 41 per cent), in 
December 1916, 44 per cent (English 91 per cent.), and 
in November 1917, 71 per cent (English 124 per cent.). 
Purchasing power parities were high on account 
the more rapid rise of English prices. Exchange, on 
the other hand, had risen only 1 per cent, in December 
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1916 and 6 per cent in November 1917. According to 

purchasing power parity, exchange in June 1917 should 
have been a little more than 2« , the actual rate of ex¬ 
change, however, was only 1.? U%d On account of un¬ 
favourable agricultural conditions in 1918-19, combined 
with the shortage of imports, which began now to be 
increasingly felt, Indian prices rose to 197 in September 
1918 and 215 m July 1919 During the greater part of this 
period English prices were either rising slowly or falling 
(243 m September 1918, 222 in March 1919 and 241 m June 
1919) Purchasing power parity therefore fell, though 
not continuously, from 160 m June 1917 to 132 m No¬ 
vember 1917, 121 in March 1918 and 117 in July 1919 
Exchange, however, ro-sc steadily from l.s. in June 

1917 to l6- T'^/zid in July 1919 

Rates for Telegraphic Transfers sold at Calcutta in the First 
Week of each Month 1914-26 


Tilonth 

1914 

s d 

1915 1 

5 d ' 

1916 

s d 

1917 

s d 

1918 

s d 

1919 

6 d 

January 

1/4V.. 

l/3“/„ 

1/4*/.. 

l/4’/„ 

1/4**/,, 

1/5**/,, 

February 

l/4’/« 

1/3”/., 

1/4V. 

1/47.. 

1/4**/,, 

l/5'*/„ 

March 

1/4 

1/3*V,. 

l/lV. 

l/47„ 

1/1'7., 

1/6**/,, 

April 

1/4 

1/3“/., 

1/4V„ 

1/4V„ 

I 1/4’*/,, 

1/5**/,, 

May 

1/4V« 

1/3‘V«' 

1/4*/., 

l/47„ 

: 1/5**/,, 

1/5**/,, 

June 

1/3“/.. 

1/3V, ' 

1/4*/.. 

1/47., 

1 1/5**/,, 

1/7**/,, 

July 

1/3*V., 

l/3”/,„ 

l/4*/„ 

1/47.. 

1/5**/,, 

1/7**/,. 

August 

1/3“/.. 

l/3”/„l 

1/4*/., 

l/47„ 

1/6**/., 

, 1/7**/,, 

September 

1/3“/.. 

1/3“/., 1 

1/4*/., 

1/4'V., 

1/6**/,, 

' l/9*7„ 

October 

l/3“/„ 

1/4 1 

1/4*/, 

1/4*7„| 

1/5**/,, 

2/07, 

November 

1/3“/,, 

1/4 ; 

1/4*/. 

1/4*7., 

1/5**/.. 

2/0“/.. 

December 

l/3“/„ 

1/4 

1/4*/. 1 

1/4*7.. 

1/6'*/., 

, 2/3“/,, 
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Month 

1920 

s d 

1921 

•4 d 

1922 

s d 

1923 

s. d 

1924 

s d 

1925 

9 d 

January 

2-41 

i 

1-5 3 

4 

1-3 i5|i« 

1-45 

32 

1-5 6|32 

1-61] 

2 

February 

2-81 

2 

1-43 

8 

1-3 318 

1-43 

8 

1.4 2»|32 

1-5 31 

32 

March 

2-71 

2 

1-33 

8 

1-3 3 32 1 

1-43 

16 

1.4 5|8 , 

1-531 

32 

April 

2-31 

32 

1-3» 

16 

1-3 

2 

1-43 

32 

1-4 21132 1 

1-5 13 

16 

May 

2-13 

4 

1.33 

8 

1-311 

2 

1-45 

32 

1-4 isju' 

1-5 » 

22 

June 

2-1 Ml 

1-33 

16 

l-3i|i« 

1-41 

16 

1-4 7|8 

1-531 

32 

July 

l-9n|ib 

1-33 

16 

1-3 23|32 

1-43 

32 

I 1-5 



August 

1-10118 

1-315 

132 

1-3 3|8 

1-41 

32 

1-5 318 



September . . j 

1-10 i|i'' 

1-411 

|l6 

1-3 19 

32 

1-41 

32 

1-519 



October 

1-9 1 


1-5 3| 


1-3 19 

32 

1-41 

4 

1-5 23|32 



November i 

1-8'18 

1-49 

16 

1-331 

32 

1.411116 

1-5 31132 



December 1 1-6 

_ 

1-3 3p 

1-339 

32 

1-5 M8 

1-619* 




In the year 1920 exchange rose to its highest point 


111 February, and then fell rapidly Purchasing power 
parity was highest in March, and it had also fallen con¬ 
siderably by the end of the year But the fall in ex¬ 
change was far greater than the fall in purchasing power 
parity. This is clearly brought out by the following 
table which compares exchange and price-parity m each 
month of the year, with January represented by 100. 

Price-panty and E.nhange in each Month of 1920 
{January = 100) 
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January 

100 

100 

100 

July 

, 106 ' 

77 * 

65 

February 

109 

115 

112 

August 

104 

81 1 

72 

March 

119 

111 

99 

September 

100 

78 1 

75 

April 1 

118 ; 

96 

89 

October 

98 ' 

76 1 

71 

Ma> 

109 

91 

77 

No\ ember 

95 1 

72 ! 

69 

June 

107 ' 

89 1 

72 

December 

92 

64 j 

57 


From October 1920 to August 1921 the curve of 
purchasing power parity (see Chait) lies above that of 
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exchange. In September 1921 exchange rose to 104, 
purchasing power parity being 103, after that exchange 
remained above purchasing power parity. 

Exchange is subject to both temporary and permanent 
influences. Temporary factors are represented by varia¬ 
tions in the international balance of payments, permanent 
factors by variations m purchasing power parity. It is 
claimed that the experience of the years 1920—25 showed 
“that the effects of changes in the purchasing power 
parity are powerful enough to override altogether those 
of changes in the balance of international payments”' 
This was the explanation of the improvement of the 
pound in relation to the dollar between 1920—25 

The theory of purchasing power parity has been 
subjected to a detailed examination, among others by Dr 
Karl M. Obenaus* and Dr Andreas Revai* Dr Obenaus 
makes a study of Italian exchange between 1914 and 
1919, and Dr Rovai of the course of French exchange 
since 1914 Before proceeding to discuss the results of 
Indian experience, I may summarise briefly the conclusions 

‘ “The Statist " London CV {1925 I), p S34 —“The great rise smco 
Feburary, 1920, in the value of the pound m relation to the dollar can never 
be accounted for by reference purely to the British and American balances of 
payments Indeed, the relevant statistics would show, oven when full account 
IS taken of America’s huge foreign lending, that the pound ought to ha%e 
depreciated over those years m relation to the dollar instead of appreciating 
More recently, the annual buying season for dollars, during which the 
balance of payments has been undoubtedly against this country, was not able 
to prevent a rise in sterling in the autumn of last year The true explanation 
of the rise in sterling is of course, that the purchasing power parity between 
sterling and the dollar has moved m favour of sterling since the early 
months of 1920—that, despite a substantial not rise in the internal purchas 
ing power of the dollar since then, the internal purchasing power of sterling 
has risen even more—and this, too, although the balance of payments may 
have been on the whole against Groat Britain and in favour of America” 

* K M Obenaus, Dte italiemschen Wechsdlvrse waehrtnd der Jahre 1914- 
1919 Wurzen 1922. 

* A B6vai, Die aunlaendisehen Wechudkur'te in Frankreich mt 1914. 
Muenchen 1925. 






of these writers. The rise of prices during the war was 
greater m Italy than in France, England or the United 
States of America In those circumstances the fall in the 
value of the lira in torm.s of the currencies of France, 
England and the United States was to be expected But, as 
pointed out by Dr Obenaiis, there is no correspondence 
between the movements of prices and exchange in Italy 
in the second half of 1918 and the first few months of 1919 
“ The internal purchasing power of money,” Dr Obenaus 
concludes, “ does not by itself explain the course of the 
Italian exchange during the War.”* Dr Obenaus then 
proceeds to examine otlier factors which have a 
bearing on exchange In tlie second half of 1914 Italian 
exchange remained near gold parity as the trade balance 
was comparative!}’ favourable to Italy, and large sums 
of money were brought into Italy by emigiants returning 
to their country immediately after the outbreak of War. 
Exchange began to rise in the .spring of 1916 owing to the 
increasing imports of war materials The rise of exchangef 
was checked in the summer of 1916 owing to rumours of 
peace and the export of gold from Italy Exchange rose 
suddenly in March 1917 owing to the outbreak of the 
Russian revolution whicli endangered the cause of the 
Allies, but the entiy of the United States into the war 
exercised a favourable influence on exchange The 
appreciable rise in November 1917 was due to the defeat 
at Isonzo. The fall in exchange in the latter half of 1918 
was due to the decisive victories of the Allies, decrease in 
imports for military purposes, the grant of largo foreign 
credits to Italy, and lastly, large purchases of lire in 
foreign countiics. The rise in exchange which commenced 
in April 1919 was caused by the exhaustion of foreign 

•km Obenaus, p 25 

t The rise of Italian exchange means more lira per £ etc , or a fall m 
the purchasing power of the lira in terms of foreign currencies 
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credits and the heavy imports of foreign goods required 
for the reconstruction of peace time economy. 

Dr Revai’s interesting study shows that while pur¬ 
chasing power parity and French exchange ran parallel 
ill 1914, in 1916 purchasing power parity rose above 
exchange and remained so till the beginning of 1919 In 
the middle of 1919 the two coincided, but towards the 
end of the year exchange rose above purchasing power 
parity The two met again in the beginning of 1922, but 
they diverged in the middle of the year, exchange rising 
above the puce parity “ Purcliasing power panties,” 
says Dr. Revai, ‘hlid not exactly coincide with exchange , 
there were otteii divergences in the one diiection or the 
otlier, for the undeistanding of which it is necessary to 
consider the relation between supply an<l demand in the 
exchange market Dr Revai then lefers to the factors 
which influenced French exchange during the Wai and 
subsequent years, such as the grant of foieigii ci edits to 
France, the unfavourable balance of payments during the 
War, political developments in Franco and speculative 
purchases of francs caused by changes in the political 
situation He concludes his examination as follows “ The 
conclusion may be drawn from this comparison that so 
long as the supply of foreign means of payment pre¬ 
ponderates, exchange is lower than purchasing power 
panties When, however, demand for foreign means of 
payments preponderates, exchange is higher than 
purchasing power panties The comparison of French 
exchange with purchasing power panties and with market 
conditions confirms the view that the two theoru^s do not 
exclude, but supplement each other, and that movements 
of exchange can be satisfactorily explained only by a 
combination of the two theories 

* A R6vai, p 99 sq 

* Ibid, p 101 
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Indian experience shows that the “permanent” or the 
“more fundamental ” influences, that is purchasing power 
panties, offer very little or no explanation of the fluctua¬ 
tions of Indian exchange after 1914, and that this 
explanation is to bo found in “femporaiy” influences, ? , 

India’s balance of pajuncnts and llie fluctuations in the 
price of Milvot Indian exchange ro'^e dunng the War 
because of the favourable balances of tiade, and the 
heavy demand for Indian lupeos tor other ieas(jus The 
invisible exports and imports of India ('freights, insurance, 
interest, transfer of profits, niovenients of capital, 
etc.) cannot bo valued accurately, but the most impoitant 
item in India’s balance of payimuiis is the balance of 
trade Before the Wai the balance* of tiade was goueially 
in India’s favour The average net exports from India 
in 1909-10 to 1913-14 amounted to a little over £52 
millions The immediate effect of the War was to reduce 
net exports, which in 1914-15amounted toonly £29,108,000 
and in 1915-10 to £lt,020,(KX) but in the last three years 
of the Wai, while imports had declined heavily, exports 
increased, so that net expoits in 1910-17, 1917-18 and 
1918-19 exceeded the average of the five pre-war years 
E.rport^ and Imports 1916-17 to 1918-19 {Thou'iand^ of£) 


Year 

P.xports 

Import-^ 

Net cx{X)rts 

1916 17 

160,.591 

99 748 

60 SIS 

1917 18 

161,700 

100 ,'2SO 

1 61,420 

1918-19 

169,'210 

11*2,G90 

56 540 


At the same time India formed the base of military 
operations in Mesopotamia, Persia and East Africa, and 
the Government of India provided funds for meeting the 
cost of these operations and civil expenditure in occupied 
territory. In addition the Government of India undertook 
to finance purchases made in India by certain Dominions 
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and Colonies, and to assist American buyers of Indian 
produce m 1917-18 and 1918-19 “ These exceptional 

disbursements,” says the Report of the Indian Currency 
Committee of 1920, “created a heavy additional demand 
for Indian currency”h While the demand for Indian 
rupees had increased considerably, the imports of gold 
and silver declined, total imports in 1914-15 to 1918-19 
amounting to only ^135,984,000 as against £120,242,000 in 
the fi ’0 pre-War years Considering the abnormal increase 
in the demand for rupees and the decline in the imports 
of gold and silver into India, the rise of exchange was 
inevitable*. While exchange loso continuously, purchasing 
power parity, which had risen to 100 in June 1917, fell to 
117 in July 1919, as we have seen 

It IS necessary to refer to another “ temporary ” in¬ 
fluence which, however, profoundly affected the course of 
Indian exchange in 1918—20 In August 1917, as we 
have seen, the price of silver rose above the bullion par of 
the rupee, and the rupee ceased to be a .token com In 
September the United States instituted control over the 
trade in silver and prohibited the export of the metal ex¬ 
cept under license The effect of these measures was to 
check the rise of silver prices and between October 1917 
and April 1918 the London price of silver varied between 
41|d and 49Id. per standard oz. Following on the passing 
of the Pittman Act m April 1918 in the United States, the 
Canadian and the British Governments fixed a maximum 


‘ Report p 6 

’ “The abnormally large balance of trade in favour'of India had resulted 
m the sellers of exchange greatly out numbering the buyers, and, there being 
practically no imports of gold to fill the gap, the former were at the mercy of 
the latter On the one hand, exporters were only too ready to pay high rates 
if they could thereby get their bills purchased, on the other hand, importers 
were in the position of being able to effect their remittances at rates which, as 
businessmen they could scarcely refuse to take advantage of ” Report on the 
Operations of the Currency Department for the year 1916-17. Calcutta. P. 8. 
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price for silver corresponding to the American maximum, 
80 that between May 1918 and April 1919 the London 
price of silver ranged beween and hOd per standard 
oz When, however, control over the silver market was 
removed in May 1919, the price of silver, owing to the 
strong Chinese demand, rose rapidly 

The use iii the price of silver rendered the Indian 
currency system impraciicablc, and it compelled the Sec¬ 
retary of State tor India to raise the rate for Council Drafts 
by successive stages to in December 1920 The rise 

m the rate was dictated by the rise in the price of silver 
and had nothing at all to do with purchasing power 
panties The following table shows the market rates of ex¬ 
change and the bullion value ot the rupee fiom Apiil 
1918 to March 1921 


[Tahk. 



Com^amU^e Slate„^nl of MarUt Rat^ of l^ange and of the Bui,ton VcUue of the Rupee 
_ Aow Apnl 1918 to March 1921 {m df ^ 
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The close correspondence between the bullion value 
of the rupee and the market rate of exchange between 
1st April 1918 and February 1920 will be noted. The fall 
111 exchange between lotli February 1920 and 16th Decem¬ 
ber coincided with the fall in the bullion value of the 
rupee We have seen that as comjiared with January 1920 
exchange fell 39 per cent in December , the fall in the 
price of silver daring the same period amounted to 43 per 
cent. The price of 'Silver on 10th December was as low as 
38fl(/., at the end of December the ({notation was 40^(7 
Excliange and tlie bullion value of the lupee now separat¬ 
ed, and the low exchange in 1921 and 1922 was not due 
to the fall in the price of silver but to other causes It must 
be admitted that one ot the causes which were responsible 
for the rise of exchange in 1917—20 was the rise in the 
price of silvei Another and still moie impoitant factor, 
as we have seen, was India’s favourable balance ot trade 
In 1919-20 exports ot Indian mcichandise reached a total 
of Rs 327,03 lakhs, while imports amounted to Rs. 208,00 
lakhs, net exports thus amounting to Rs 119,03 lakhs 
Indian Balance of Sea-borne Trade in Merchandise from 
1920-21 to I92f-2d (Lakhs of Rs ) 


PriMito tr.ido 

1920-21 19'21 ‘22 

192‘2 23 

1923-‘24 

19‘24 25 

Exports of Indian mor 

1 




chandiso 

210.01 , ‘231. IS 

‘299. IG 

343,84 

334,85 

Re export-, of foicign mer 

i 




chandiso 

is.cn ' 14.06 

15,10 

13,07 

13,51 

Imports of foreign mer¬ 





chandise 

33o.G0 ‘266,31 

‘221 U 

217,03 

‘243,18 

Bilanco of trade in mer 
chaudiso* 

-77,55 ; -‘20,90 1 

+ 90,01 

+ 114,83 

+ 155,18 


As against not export^ fiom India in 1919-20 of 
Rs. 119 crores there were net imports of Rs. 78 crores in 
1920-21 and of Rs 21 crores in 1921-22. The balance 


• ( +) mdicatea net exports and (—) net imports 
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of trade thus turned against India and exchange fell. The 
causes of the reaction which started in 1920-‘21 are well- 
known. Agricultural conditions in 1920-21 were unfavour¬ 
able and agricultural production was below the normal. 
Exports were also checked by the glut in the world’s 
markets of which evidence is furnished by the fall in prices 
While exports declined, imports increased 
The imports were partly stimulated by the currency 
policy of the Government, which, following the recom¬ 
mendations of the Babiiigton Smith Committee, attempt¬ 
ed, though without success, to maintain exchange at the 
level of 2s gold But after several years of shortage 
m the supply of manufactured goods an increase m 
imports after the War was to bo expected India had 
prospered during the War and when, attci the War, it 
became possible to buy more foreign goods, she did so, 
particularly because exchange was tempting The de¬ 
pression which started in 1920-21 continued throughout 
1921-22, and became very acute. “The year 1920-21,’’ 
says the official Review of the Trade of India for 1921-22, 
“ was one of sharp contrasts between the boom conditions 
of the early months and the liquidation of the lattei part 
of the year, but 1921-22 was a year of unrelieved de¬ 
pression, of hand-to-moutli buying liy the consuming 
trades and ot resigned patience on the part ot the traders 
and their financiers Prices continued to tall heavily in 
the world’s markets and the violent fluctuations ot the 
European exchanges made matters worse In these cir¬ 
cumstances it IS not surprising tliat Indian exchange 
should have fallen below Is- 

From what has been said above it should be clear 
that the relation between exchange and prices is not a 
simple one The external purchasing power of money in 
terms of foreign currencies may remain stable when prices 
within the country are rising; the external purchasing 
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power may decrease heavily while internal purcha«iing 
power remains practically the same (Brazil, 1836—44).* 
And when external and internal purchasing powers are 
rising or falling together, the extent of the rise or fall is 
not always the same m the two cases. The history of 
money in Europe during and after the War provides many 
illustrations of this lack of precise adjustment between the 
price movement and the exchange movement For example, 
during the War, the depreciation of the mark and the 
crown in terms of foregn currencies was less than the de¬ 
crease in the internal purchasing power Even in 
July 1920, while the price of Swiss francs had increased 
29 times the pre-War price, the cost of living had increas¬ 
ed 37 times m Hungary and 52 times in Austria. In 
October of the same ycai, however, the rise in the price 
of Swiss tranc'' in Hungary exceeded the rise in the cost 
of living, and there was a similar situation in Austria in 
January 1924 f 

Wo have soon that in the period 1895—98 Indian 
exchange should have fallen but lor the financial measures 
adopted by the (Tovernmont Further, between 1899— 
1911 exchange remained stable, except in 1907-08, in 
spite ot the moie rapid rise of prices in India than in 
other countries This would show that exchange may be 
kept stable by artificial means, whether prices are rising 
or falling A good illustration is furnished by the Russian 
Chorwonez in 1923. While its purchasing power in terras 
of the English pound and the American dollar remained 
fairly stable, its internal purchasing power in terms of 
goods fell “ This circumstance”, says Markoff, “ is ex¬ 
traordinarily interesting and important. It shows that so 

• See the report on tho “ Doprociition of tho Currency in Brazil, show¬ 
ing the eSoct on prices and wages,'’ published as an appendix to the 
evidence given before the Indian Currency Committee of 1898 

t E Hantos, Da<i QddptMem tn MitleleutojMi, Jena 1926, p 54. 
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far as exchange is concerned, favourable circumstanccii 
exist, winch exert no influence on the maintenance of 
the internal purchasing power Foreign trade is a 

state monopoly in Russia and exchange can be kept stable 
by increasing exports and restricting imports, or by means 
of a favourable balance of trade. But, at the same time, 
owing to causes affecting the supply of money, or of goods, 
prices may rise continually within the country In the 
case of Russia the rise of prices in 1923 is attributed to 
inflation. Even when foreign trade is not a state mono¬ 
poly, favourable balances of trade and prompt action on 
the part of Grovernment when exchange shows signs of 
weakening, backed by stiong reserves of gold, may pre¬ 
vent exchange from falling, when, on account of the 
increase in the supply of token money (which is not con¬ 
vertible into gold tor internal purposes), prices are rising 
rapidly. Such is the experience of India 

The theory of purchasing power parity as an ex¬ 
planation of exchange fluctuations when inflated paper 
currencies take the place of the gold standard, has 
the merit of simplicity But as we have soon, it 
IS of very little use in explaining the fluctuations in the 
exchange value of the lupeo after 1914 Any one who 
started to deduce Indian rates of exchange fiom the re¬ 
lation of prices in India and England would certainly fall 
into error It may be objected that India’s favourable 
balances of trade during the War wore themselves due to 
the silent action of price differences between India and 
England—that is, English prices having risen mote rapidly 
than Indian prices, India exported more than she imported. 
This explanation is not very convincing. Imports into 
India were not restricted by the rise of prices in England 
but by the pre-occupation of Western countries with the 
war and the shortage of shipping. The shortage of 
* A. P Markoff, Der Qoldvepkehr in Sowjetrussland Berlin [1924] p 7 
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manufactured goods in India during the War wa.s so 
great that she should have gladly imported more and 
at higher prices, if goods had been available. Further, 
the rise in the price of silver was a factor wholly uncon¬ 
nected with puohasing power panties between India and 
England, and yet, as wo have scon, in the mam it 
accounts for the rise in Indian exchange in February 1920 
and the fall during the course of the next ten months 



CHAPTER XVI 


M0VI1.MENT OF THE Population. 

The first regular census of the population of India 
was taken on the 17th February, 1881 Piovious to that 
date there had been enumeration of the population in the 
majority of the Provinces and States of India, but this 
enumeration had been effected at different times, and by 
independent agencies Since 1881, four more censuses 
have been taken, in 1891, 1901, 1911 and 1921 The 
growth of population between 1872 and 1921 is shown 
by the following statement — 


Census of 

Population 

Variation per cent, 
since previous 
census 

1872 

206,162,360 


1881 

253,896,330 

+ 23 2 

1891 

287,314,671 

+ 13 2 

1901 

294,.361,056 

+ 25 

1911 

315,156,396 

+ 71 

1921 

318,942,480 

+ 12 


According to these figures the increase in population 
in 1921, as compared with 1872, was 64 7 per cent, or 
the average increase since 1872 was at the rate of about 
5’5 per cent. The real increase, however, has been con¬ 
siderably less than this figure owing to (a) the addi¬ 
tions of area and population included at each census, and 
(d) the progressive increase in the accuracy of enumera¬ 
tion from census to census Allowance is made for these 
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factors in the following table — 



Incrcabc duo to 

Real 



Period 

InoluHion of 
now areas 

Impro\omcnt 
of method 

incrcaso 

of 

population 

Total 

Rate per 
cent of real 
increase. 


Millions 

Millions 

Millions 



1872 81 

110 

12 0 

1 0 

48 0 

1 5 

1881 91 

5 7 

35 

21 3 

, 33 5 

96 

1891 01 

2 7 

2 

4 1 

, 7-0 

1 4 

1901 11 

1 8 

— 

18 7 

20-5 

64 

1911-21 

•1 


3 7 

' 3 8 

12 

Total 1 

43 3 

j 15 7 

53 8 

112 8 

201 


Thus the real total increase ot population m 49 years 
between 1872 and 1921, was about 54 millions, or 20 1 per 
cent 

It will bo soon that the rate of increase in the diflfer- 
eiit periods was very uneipial The figures show a period 
of comparatively rapid increase following one of an almost 
stationary population If a cuive wore constructed to 
illustrate the movement of the population, it would be 
soon to rise and fall altoinately What is the explanation 
of this peculiar movement of the Indian population? 

The growth of population in India is determined 
not merely by the relation between iioimal birth and death 
rates, but by abnormal causes which affect this relation, 
as famine and disease. 

The famine of 1876-78 falls in the first period This 
famine severely affected Southern India, particularly the 
Madras Presidency, while its effect was felt generally 
throughout the country The seventy of the famine m 
Madras may be judged from the fact that m five distncts 
of the province where famine was intense, the population 
in 1881, as compared with 1871, decreased 2B'12 per cent., 
in two districts, where it was moderate, the decrease in 
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population was 3 62 per cent, while in Shimoga district, 
where it was slight, the percentage increase was *16. 

The efFoot of a famine in checking the growth of 
numbers is not confined to the famine zone The result¬ 
ing high prices and scarcity check rapid reproduction in 
districts which have not been aftectod by famine “ It 
may safely be accepted,” wrote the Census Commissioner 
for 1881, “ that when food is scaico there are fewer 
births ”—this may bo duo to piiidonce, deliberate or in¬ 
stinctive, or physiological causes. “ It remains stamped 
on the ago tables,” goes on the Census Commissioner, 
“ that 111 1876-78 very much fewer children wore begotten 
throughout the (Madras) Presidency than in pievious or 
subsequent yeais, and this is tine of the so-called non- 
famine distiicts, although to an obviously slighter extent 
than of the famine districts.”"^ 

The period 1881—1891 was one of recovery. It is 
generally seen that the biith-rate rapidly increases after 
any period of exceptional mortality, due to war, diseases 
or famine Famine mortality is high among the very old, 
the very young and those of a weak constitution If then 
a period of famine is followed by a perioil of good crops, 
the population should increase rapidly as it contains an 
unusually high proportion of healthy persons at the 
reproductive ages 

The real increase of population in the decade 1881—1891 
was 9 6 per cent This is the only decade between 1872 
and 1921 which was free from any exceptional calamity. 

Mr Baines, the Census Commissioner for 1891, had 
prophesied that the rate of incroase*in the period 1881—91 
was not likely to be maintained. After the good seasons 
of this decade he expected a check to the growth of 
population on account of famine As it turned out, 
agricultural conditions in the decade 1891-1901 were 

* Cenmis Report 1881, p. 457, 
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adverse. There was scarcity over a considerable area in 
Madras and Bombay in 1891-92, and parts of Behar were 
also affected There were extensive crop failures in 1895 
in the southern districts of the United Provinces, while in 
the following year famine conditions prevailed in the 
United Provinces, Central Provinces and Berar and parts 
of Madras, Bombay, Bengal, the Punjab, Rajputana, 
Central India and Hyderabad At the heels of this famine 
there followed the famine of 1899-19(X) which was even 
more disastrous 

This period also saw the appearance of plague m 
Bombay in 1899 The epidemic rapidly spread in the 
Bombay Presidency and in some other parts of India, and 
by the date of Census had caused a mortality of nearly 
a million 

Plague and famine checked the giowth ot population 
As the Census Commissioner tor 1901 remarks “ In a 
period which has witnessed two great famines of the 
century and the appearance of a new and deadly disease 
the wonder is not that the pace at which the population 
has grown is less than it was during the pievious ten years, 
when the rate of progiess was more rapid than usual, but 
that there should have been any increment at all ”* 

The next decade, 1901—1911, was fiee tioin serious 
widespread famines, though crop failurs occiiired over a 
wide area in 1907, extending fiom Behai to the Punjab 
and Bombay, and tamine conditions prevailed in the 
United Provinces and in a lew distiiets eKewheie 
This period has been characterised as one of “moderate 
agricultural prospenty” for the countiy as a whole 

The real increase of population in this decade was 
6'4 per cent. It wouhl have been greater but for disease. 
Malarial fever took a heavy toll ot mortality in tlie irrigated 
tracts of Eastern and Central Punjab, and the Ganges- 

• CeiWM Rtpott, 1901, p S4, 
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Jamuna Doab in the United Provinces, where in 1908 
alone the reported mortality from “ fevers ” was nearly 
two millions. The Punjab, the United Provinces and 
Bombay suffered severely from plague, the total plague 
mortality was estimated to be 6’6 millions, of which over 
one-third occurred in the Punjab. 

The outstanding feature of the decade, 1911—1921, 
was of course the influenza epidemic. The War fulls in 
this period, but its effect on the growth ot numbers was 
negligible The actual number of death casualties among 
the officers and ranks of Indian army units and labour 
corps was 68,238 The maximum number solving out of 
India in combatant and labour units at any one time 
between 1914 and 1919 was approximately Indian troops 
260,000, labour corps 230,000, total 480,000. the number 
about the time of the census was tIoop^ 105,000, labour 
corps 20,800, total 126,800 

Economic conditions were favourable till 1917 The 
monsoon of 1918 was feeble, and that of 1919 was not 
much better. The outturn of the chief food crops declined 
heavily and prices rose Influenza came at a time of 
widespread crop failures It affected eveiy part of India 
and “ wiped out in a few months piactieally the wliole 
natural incieaso in the population for the previous seven 
years ” 

The number of deaths due to influenza in the area 
under registration was about 7,100,(XX) in 1918 and I 4 
millions in 1919, giving a total recorded mortality of 
millions. But it is certain that the total influenza mort¬ 
ality was much greater than this, for on account of the 
complete break-down ol the reporting staff the registration 
of vital statistics was suspended in 1918, and when later 
the figures were reconstructed, there were many omissions, 
particularly as regards women. The figure given above 
also does not take account of the mortality in areas where 
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thorc was no registration, and thus neglects one-fourth of 
the total population On the whole it was estimated by 
the census Commissioner tliat the total mortality from 
inhiien/a was l)etw»‘en and 13 millions 

The epidemic aflectetl rural districts more severely 
than urban districts In tlio Punjab the mortality in urban 
areas was 3(5 per niille as against 51 jier mille in rural 
areas Moitality was under 5 per cent, among Europeans, 
about 6 per cent among Imlians ot the higher f lasses who 
were able to obtain medical attendame, and over 50 per 
cent among the p<‘oplo in rural districts The heav}' 
mortality in iiiial aieas ^as due to lack of medical 
assistance and inipioiier and inadctiuate provision ot diet, 
clothing, etc., in illness* 

The Jhinjab sutleied se\<‘rely liom influenza but it 
still siifleied les', tliaii the L'liited Pioviiices and the 
Central Provinces At tli(‘ end of the decade, the }) 0 })U- 
latioii ot the United Piovinces was found to have decreas¬ 
ed 3 1 pel cent and the Ceiitial Piovnices 0 3 percent, 
as comjiaied with 1011. On the whole the population of 
India lucii'ased by I 2 per cent 

Ilow does the rate of growth ot the populatiou of 
India comjiaro with that ot other countries^ 

Foi Euiopean eouiitiies leliahle statistics of popu¬ 
lation are available since 18(X) It is well known that the 
population of Euiojie was increasing very slowly before 

* “ From the middle of October to the middle of November,” sajs the 
Census Superintendent for the Punjab, ” the state of the Province beggars 
description Hospitals wore choked, dead and djiug laj b> the sides of 
the roads, burial grounds and the burning ghats were strained bevond 
their capacity and corpses lay awaiting burial and cremation Terror 
and confusion reigned supreme, the postal and telegraph services were 
disorganised and a harrassed and depleted medical servnee struggled 
vahently, but ineflectually to cope with the disease During this period 
large numbers of the educated classes earned the gratitude of the 
sufferers by devoted self-bcanflce and social service, while medical 
students throughout the province rendered every assistance within their 
power.” Punjab Cenms Report I, 1921, p. GO. 
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the 19th century. The growth of the population was 
checked by epidemics and war. With the beginning of 
the 19th century the conditions completely changed and 
the population began to increase rapidly. It is estimated 
that the population of Europe grew from 187 millions in 
1800 to 447 millions in 1910, an increase of 267 millions 
in 110 years, the late of growth being 7 9 per cent 
per annum. 

The rate of growth became particularly rapid about 
the middle of the 19th century. For example, the popu¬ 
lation of England and Wales increased from 9 2 millions 
at the beginning of the 19th century to 18 millions in 
1860, 32 6 millions in 1900 and 30 millions in 1911. 
Ireland shows a decrease, but this is duo to special causes 
But even the Irish population increased from 6.6 millions 
in 1800 to 8,296,0(X) in 1846, after which a steady de¬ 
crease in numbers began so that the population was re¬ 
duced to 4,390,000 in 1911 Emigration wholly accounts 
for this decrease. The population of Geimany increased 
from 24 5 millions in 18(X) to 35 millions in 1860 and 
about 66 millions in 1910. The figuics for Russia are 
not absolutely reliable, but there is no doubt that the 
population of Russia has increased very rapidly since 
1800 

It IS interesting to note that at the beginning of 
the 19th century the population of France exceeded that 
of any European country with the exception of Russia. 
Even in 1846 France had a population of 34,646,976, as 
compared with Germany’s 34,396,066 But four years later 
(in 1860) the German population exceeded the French 
slightly, and since then the difference has steadily increas¬ 
ed. In 1910 Germany had a population of about 66 
millions as compared with France’s 39,192,(XX). 

The following table compares the rate of growth of 
the population in India with that in other countries 
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between 1870 and 1910. As we have seen, earlier figures 
for India are not available. 


Figures in thousands 



1 

1870 ; 

1910 

1 Increase 
per 
cent 

India 

205,056 ' 

315,156 

18 9 

Germany 

40,850 

61,926 

59 

Austria 

20,000 

28,571 

39 

Hungary 

15,620 

20,886 

33 7 

Italy 

26,050 

34,671 

30 

Spam 

16,330 

19,951 

22 

Franco 

36,765 ' 

39,192 

66 

Belgium 

5,021 

7,423 

47 8 

Netherlands 

3,616 

5,858 

62 

Denmark 

1,799 

2,757 

53 2 

England and Wales 

22,800 

36,070 

58 2 

Russia 

75,200 

130,820 

73.9 

Roumania 

5,000 

7,235 

44 7 

Euroi>o 

307,055 

447,477 

45.4 


Between 1880 and 1910 the population of Japan increased 
about 42 per cent, Canada 98 per cent, New Zealand 106 
per cent and the United States of America 83 per cent. 

The growth of population, it will appear, was most 
rapid in overseas countries which leceivo immigrants, like 
the United States and the British Colonies, it was slowest 
in France. With the exception of France the rate of 
growth in India was less than that of any of the countries 
mentioned above. 

The growth of population in the belligerent countries 
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of Europe was suddenly checked by the War, the War also 
affected the rate of growth in neutral countries. It affect¬ 
ed the growth of numbers both directly and indirectly. 
Indirectly the war caused a fall in the birth rate and in 
the number of mamages, and an increase in the death rate, 
apart from the diiect losses duo to war casualties. 

The total number of death casualties in the bellige¬ 
rent countries of Europe,^ Great Britain and British 
Ciloiv'"^, duo to the War, was a little over 6 millions 
The total decrease in numbeis due to the decrease in births 
and increase in deaths among the civil and military popula¬ 
tion, from all causes, amounted to about 13 millions, or 
about 7 per cent of the total population of the United 
Kingdom, Geimany, Fance and Italy. Germany suffered 
most (8*5 per cent) and Gicat Biitaiii and Ireland least 
(3 8 per cent) 

The percentage increase or decrease in the popula¬ 
tion of various countries in recent years is shown below 


Increase ( +) or docroaso( -) 
per cent 


Germany, 1910-19 

+ 35 

Belgium, 1910-91 

< *5 

France, 1911 21 

- 48 

Italy, 1911-21 

, + 7 *'', 

Great Britain, 1911-21 

+ 17 

Denmark, 1911-21 

: +12 6 

Holland, 1909 20 

+ 16 8 

Norway, 1910-20 

1 +10 6 

Sweden, 1910 20 

, + 69 

Switzerland, 1910 20 

+ 32 

Canada, 1911-21 

+ 217 

Australia, 1911-21 

+ 21 8 

New Zealand, 1911 21 

+ 218 

United States of America, 1910-20 

+ 14 9 


When we compare the growth of population in 
India in the decade 1911-1920 with that in other coun- 


Belgium, Germany, Austria, Hungary, France and Italy 
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tries it IS found that in spite of thie abnormal conditions 
existing in Europe and the direct and indirect effects of 
the War, Germany, Italy, Great Britain and each of the 
larger neulial States of Europe show a larger increase in 
population than India (1.2 per cent) As we have 
scon, the (dlect of the War on the population of India 
was so slight as to he negligible, but disease was 
more terrible iii its eonse(piences tor the population of 
India than the Wai for Europe The number of deaths by 
influenza alone in 11)18-11) lar exceeded death casualties of 
bclligeiont count ties during the War, it exceeded the 
total losses suffered by Belgium, Germany, Austria, 
Hungary, Franco, Italy and Gieat Britain during 51 War 
months on account ot the fail in the birth-rate(a little over 
11 millions), and it about equalled the total lo'^ses of 
(Torniany, Fiance, Italy and Great Biitain on account of 
the decrease in births during War months, and the increase 
in deaths among the civil as well as the military popula¬ 
tion from all causes during H)14—18 (about 13 millions) 

Wo have to remember that the growth ot population 
of the five Euiopean belligerents dining the War (with 
the exception of Ital}) was much below the normal The 
diffmenco between the actual giowth and the normal growth 
IS estimated to be 8 i) per cent for Germany, 10 2 per cent, 
foi Belgium, fl.4 per cent for Fiance and 5 per cent, for 
Great Britain 

The War was an exceptional calamity which 
suddenly checked the giowth of population m Europe. 
Disease m India, however, cannot be regarded as an ex¬ 
ceptional factor During the past 40 years only one 
decade, 1881—91, was free from disease In every other 
decade plague or “ fevers ” have claimed a large number 
of victims. 



CHAPTER XVII 

Birth and Death Rates and Mean Duration of Life. 


Inclia IS a country of high birth and death rates It 
may bo stated as a rule that a high death rate goes with 
a high birth rate. The birth and death lates and the ex¬ 
cess of biiths over deaths for the more important count¬ 
ries are shown by the following table — 


Birth and Death Rates Per WOO of the Population 



i 

i Births 

' 

Deaths 

Excess of 
birth 

o\or deaths 

1913 1 

1926 

1913 I 

1926 

1913 

1926 

India 

39 4 ' 

34 8 

28 7 ' 

26 8 

10 7 

80 

Germany 

1 27 6 1 

19 5 

15 0 1 

11 7 

12 4 

7 8 

Switzerland 

1 23 1 1 

18 2 

14 3 

11 7 

8 8 

65 

Holland 

I 28 2 : 

23 8 

12.3 1 

9 8 

15 9 

14 0 

England and Wales 

24 1 ; 

17.8 

13 8 ! 

11 6 

10 3 

6 2 

Sweden 

! 2J 2 i 

16.9 

13 7 i 

11 8 

9 5 

5 1 

Franco 

18 8 : 

18.8 

17.7 i 

17 5 

1 1 

1 3 

Spam 

1 30.1 ! 

29 9 

22 1 ! 

19 0 

8.3 

10 9 

Italy 

1 31.7 1 

27 2 

18 7 i 

16.8 ' 

13 0 

10 4 

Japan 

i 33.2 1 

31.8 

19 1 ' 

19.2 ' 

13 8 

15.6 

Egypt 

! 436 ! 

43 2 

26 6 ' 

26 2 ' 

17 0 

17.0 


(Stat AbH. 1917-18 to 1926 27 and IIWB) 


It Will be seen that among the countries mentioned 
in the table India had the highest death rate, while her 
birth rate was lower than that of Egypt only 

In European countries both birth and death rates 
have been falling for a long time, in India the tendency 
is not so clear The ratio of births and deaths per 1000 
of the population in India in certain years is shown 
below.— 
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Birth and Death Rates in India. 


Births por 1000 


Deaths per 1000 


1885 ' 

30 

74 

26 

37 

1895 I 

31 

57 1 

28 

94 

1905 1 

39 

14 i 

36 

14 

1915 

37 

82 

29 

94 

19‘20 

3‘2 

9S I 

30 

84 

19'21 

3*2 

‘20 

30 

59 

19‘2‘i 

31 

85 i 

24 

02 

19‘23 1 

35 

00 ! 

25 

00 

19‘24 

31 

44 

28 

49 

19‘25 

33 

05 

24 

72 

19‘2fi 

34 

77 

26 

76 


(Stat Ahs ) 

The figures show no marked tendency towards a fall 
It IS possible that the registiation ot births as well as 
deaths in the earlier years was defective Rut there has 
been no cdiange in the customs lelating to marriage, and in 
the absence of such change, a maiked fall in the birth or 
death rates is extremely impiobable 

Countries with a high birth rate have a high rate of 
mfant mortality Infant mortality in India per 100 of the 
population in certain years is shown below — 

Infant MortaUty tn India per 100 of the Population. 




Malet, 

Females 

1913 


19.25 i 

19 09 

1917 


21 15 1 

19 84 

1918 


27 17 

25 97 

1919 


22,S1 j 

22 04 

1920 


20 13 

18 81 

1921 


20 52 

19 01 

1922 


18.32 

16 04 

1923 

1 

18 26 

16 80 

1924 

1 

19 67 

17 99 

1925 

1 

18 12 

16 70 

1926 

1 

19 72 

1802 
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Roughly about one-fifth of the children born die be¬ 
fore reaching the age of one year Infant mortality per 
cent in the leading European countiies in 1913 and 1926 
It. shown by the following statement — 

Infant Mortality in Europe * 



1913 

1925 


1913 

1925 

Geimanv 

15 1 

10 5 

Fiance 

11 2 

89 

England d Waleb 

10 8 

7 5 

ItUy 

13 8 

11.9 

S^^ eden 

70 

55 

Spain 

15 5 

13 b 

Holland 

9 1 

6.0 

Hungarj 

i 

20.1 

10 7 


Infant moitahty shows no definite Mgns of decreas¬ 
ing in India, 

The figures for 1925 were indeed lower than those toi 
1913 , but in 1920 there was a substantnil rise in the 
ratio for both males and females as compared with that 
for the preceding year Excepting the years 1918 and 
1919, the ratio of deaths foi female infants was lower 
in every year as compared with that for 1913 This is 
satisfactory so far as it goes 

The lowest rate of infant moitahty is without doubt 
that of Zurich in Switzerland, 3 per cent—a matter on 
which Zurich was justly congratulated by the Veiein fuer 
Sozialpohtik on the occasion of its goneial meeting in 
Zurich in September 1928. 

The Mean Duration of Life 

A very good index of economic prosperity and im¬ 
provement in the general conditions of life, particularly 
those of health, is increase in the duration of life, or the 
mean expectation of life In the leading countiies of* 
Europe this expectation of life has increased during the past 
40 or 60 years, as is shown by the following statement — 


* (HWB) 
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Average Ejcpecfafion of Life {in years.) 




Male at age 


Female at age 


Perio<i 

10 

10 , 

80 

10 . 

30 

80 

Germany 

1871-SO 

46 51 

11 41 

4 10 

48 18 

33 07 

4 2‘2 

r)oi 10 

51 16 

11 55 

1 38 

53 35 

36 94 

4 65 

Switzerland 

1876 81 

46 90 

11-70 

4 10 

48 ‘20 

33 20 

4 ‘20 


1901 10 

50 14 

‘11 80 

4 ‘27 

51 98 

36 10 

4 51 

Ital) 

1876 87 

47 85 

11 50 

1 (jO 

47 25 , 

33 40 

4 50 

1901 10 

51 41 

15 91 

4 06 

51 51 

36 58 

4 11 

Prance 

1877 81 

48 25 

11 81 

4 83 

49 75 1 

35 50 

5 00 

England and 

1898 01 

49 75 

‘11 15 

4 87 

5‘2 03 ■ 

30 93 

5 33 

Wales 

1871 8J 

47 00 

12 10 

4-79 

49 70 

31 41 

5 20 


1901 10 

51 81 

1 11 76 

4 86 

54 53 1 

37 16 

5 16 

Holland 

1870 79 

48 00 

1 11 70 

1 GO 

48 70 ' 

34 33 

4 70 


1900 0*0 

51 10 

17 80 

4 90 

55 40 ; 

38 80 

5 20 

Sweden | 

1871 80 

50 10 

15 10 

4 00 

52 90 , 

37 50 

5 ‘20 


1901 10 

51 01 

1 18 57 

5 22 

55 58 1 

40 20 

5 64 


(Von Ma\r 11, 129 ind HWB ) 


Tho ox|)o(’tatioii of life at buth m those countries has 
increased as follows — 


Mean Expectation of Life at Birth, (in years) 



Years 

Male 

Female 

Gerinanv 

1871 81 

35 68 

38 45 


1901 10 

44 8‘2 

48 33 


1924 ‘2G 

66 0 

58 8 

S vit/erUiid 

1870 81 

40 GO 

43 ‘20 


l‘K)l 10 

49 25 

52 15 

Italy 

1876 87 

35 10 

35 40 

1901-10 

44 24 

44 83 

Prance 

1877 81 

10 83 

43 42 


1898 1<)03 

45 74 

49 13 

England and Wales ! 

! 1871 80 

41 35 

44 62 

' 1901-10 

43 53 

52 38 

England 

19'20‘22 

55 6‘2 

59 58 

Holland 

1370-79 

38 40 

40 70 


1900 09 

61 00 

53 40 


1910‘20 

1 55 1 

57 1 

Sweden 

1871-80 

1 45 30 

48 60 


1901-10 

J 54 63 

56 98 


1911-15 

1 56 49 

59 24 

Scotland 

1871 80 

40 95 

43 80 


1891-1900 

44 68 

47 44 


1921 j 

i 

53 08 

56 36 


(Von Mayr II, 429 and HWB ) 
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The figures for diflferent countries cannot be com¬ 
pared with one another as the periods to which they re¬ 
late are diiferont in different cases Again, in the case of 
the same country the figures are not always averages for 
the same number of years. It is however clear that the 
mean duration of life in those countiies has increased. 
This IS a well-known and undisputed fact 

For India the mean oKpectation of life at decennial 
ages in 1891, 1901 and 1911 was as follows — 

Table choiring compaeatue expectation of life at decen¬ 
nial agea^ as deduced from the rc'iult'i of the 189ly 1901 and 
1911 censuses re^pectuelijy uith corresponding values for 
England 

I—MALES. 


Age. 


ALL INDIA 


England 

1891 

1901 

1 1911 

1901 

1911 

0 

24 59 

23 63 

22 59 

44 07 

46 04* 

10 

35 46 

34 73 

33-36 

49-05 

62 35* 

20 

29 24 

28’59 

27 46 

41 04 

43 67 

30 

23 66 1 

22 90 

22 45 

33 06 

35 29 

40 

18 75 1 

17 91 

18*01 

25 60 

27 27 

60 

14 28 

13 59 

13 97 

18 89 

19 85 

60 

10 12 

9 53 

10 00 

12 90 

13 38 

70 

6 48 

5 80 

6 19 

8 02 

8 25 

80 

3 65 

1 3 07 

306 

1 40 

4 64 

90 

1 60 

1 23 

1 15 

2 32 

2 37 


II—femai.es. 


0 

25 54 

23-96 

23 31 

17 70 

50 02* 

10 

34 40 

33 80 

33 71 

51 98 

55 02* 

20 

29-28 

28*64 

27 96 

43 45 

46 36 

30 

24-69 

23 82 

22 99 

35 13 i 

37 84 

40 

20 20 

19 12 

18 49 

27 81 

29 65 

50 

15 69 

14 50 

14 28 

20 03 1 

21 87 

60 

10 87 

10 02 

10 11 

14 08 

14 81 

70 

680 

5 98 

6 22 

8 74 1 

9 13 

80 

3 76 I 

3*12 

306 

4 84 1 

6 10 

90 

1-75 I 

164 

1 10 

2 68 

2 55 


•Estimated values 

^Actuarial Report on the Cemm of 1911 , see CV/jms of Indin 
I, Fart I, 1 ()SJj9 J 
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On account of ditrererices in climatf*, social and other 
conditions it is not surprisiiify that the expectations for 
male as well as female lives for India were at all ages 
materially below those dedneed from Englisli lives But 
it IS remarkable tliat the exp(‘ctations of life in the case of 
both males and females in 11)11 wcie at all ages below those 
of 1891. It IS also notowoitliy that the expectations for 
female lives in India at all ages were only slightly higher 
than for male lives, in England the ditFeieiue was greater 
As regards any incn‘as<‘ oi detioavc' m the duration 
of life in 1921 as compared with 1911, we have no 
infoimation. Mr. Meiklo, Aituaij to tlu* (ton eminent of 
India, Nvho wioto the actuarial lejxnt on the Census of 
1921, did not confides his material leliable and therefore 
did not calculate tlie expectation of life The rates of 
mortality for ages between 5 and tJo a'- calculated by him 
for 1901, 1911 and 1921 are as folloNvs 

Rates of mortahty estimated after the censnse'^ of 1901, 
1911, and Vi21 for HeiKjal, liomhay, Rnited Rroiinccs, 
Punjab, Madras and Burma {all leligtons iceigbted average) 


MALES 




IM)1\ 

' 


j 

; 


Age 

1001 

1911 j 

1921 1 

i 

Cirltblo 
1379 31 

rnglind ! 
iiul \\ all's j 
1331 90 i 

i 

Sc-^thiKi , 
1911 21 

British An¬ 
nuitant 
1900 20 

5 

2 07 , 

.j 

75 

2 52 

1 73 

«) 

•43 

•18 

10 

1 21 1 

1 

25 

1 1 22 

15 

il 

13 

13 

15 

1 17 1 

1 

32 

1 1 2b 

62 

23 , 

27 

27 

20 

1 43 

1 

69 

! 1 42 

71 

1 

3b 

34 

26 

1 G9 

2 

0.3 

1 1 68 

73 

51 1 

43 

40 

30 

2 02 

2 

37 

2 10 1 

1 01 

1)5 

1 *50 

47 

35 

2 49 

2 

77 

2 67 

1 03 

71 i 

i 60 

55 

40 

3 01 

3 

21 

3 33 ! 

1 30 

v37 1 

72 

66 

45 

3 64 

3 

72 

1 00 , 

1 13 

1*05 1 

1 

80 

60 

4 30 

4 

28 

1 72 1 

1 34 

1 32 1 

1 27 

101 

65 

509 

4 

98 

6 46 

1 79 

, 1 76 

1’87 

1 40 

f)0 

6 25 

6 

00 

6 31 ! 

3‘35 

’ 2 51 

2 87 

209 

C6 

814 


57 

7 43 

4 11 

1 3 71 

4*22 

3 31 
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FEMALES 


Aqe 

1901 

INDIA 

1911 

I 1921 

C.irlisle 

1879-81 

England 
and Wales 
1881 90 

Scotland 

1911-21 

British 

Annuitants 

1900-20. 

5 

2 91 

2 62 

1 2 78 

1 78 

51 

43 

18 

10 

1 49 

1 29 

1 55 

45 

21 

18 

•18 

15 

1 48 

1 34 

1 57 

62 

33 

26 

20 

20 

1 1 72 

1 70 

1 1 73 

71 

16 

36 

! 25 

25 

2 00 

2 00 

1 1 92 

73 

56 

13 1 

33 

..J 

J 21 

2 31 

' 2 24 

1 01 

66 

51 

42 

35 

2 46 

2 66 

; 2 72 

1 03 

73 

61 1 

52 

40 

2 77 

3 08 

! 3 26 

1 30 

79 

67 1 

•63 

45 

3 21 

3-53 

3 81 

1 18 1 

89 

79 

•74 

50 

3 76 

4 06 

4 10 

1 31 

1 11 

105 

85 

55 

4 49 

1 71 

6 01 

1 79 

1 50 

1 54 

105 

60 

5 59 

5 78 

5 77 

3 35 

2 16 

2 23 

1 38 

65 

7 50 

7 41 

b 99 

1 11 

3 27 

3*28 

195 


{Report on (he Cen*n^ of f‘> 7 In/ // (I H Me/Ue, I'L’h, pjt JC- 7 ) 


Mr Meikle found that tho latos of moitality for males 
in several of the Provinces were more than double the 
rates for the English town of Carlisle and its environs 
shown above separately, and more than foui times as heavy 
as those deduced fiom the Scottish census Mr Meikle, 
however, entered “ a note of warning against any increase 
shown in the moie recent rates of mortality which are 
entered m Table Vlli [fiom which the above figures have 
been extracted] being taken as evidence of decreased 
vitality of the population ” 

Whatever the value of the figures given above, they 
do not encourage the hope that the vitality, or disease- 
resisting power of the population, has increased. No such 
increase is suggested by the state of public health in the 
decade 1911—20 The Census Commissioner for 1921 
estimated the total mortality on account of the influenza 
epidemic of 1918-19 at 12-13 millions * Mr Meikle refers 
to estimated deaths caused by this epidemic amounting to 
the terrible figure of 7 per cent, of the total population, or 
about 22 millions.! 

* Eeport I, 14 t P-1 of hiB Report 
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Apart Irotii influenza, there were serious outbreaks of 
plague in Bombay, the Punjab, the Central Provinces and 
the United Provinces in the first two years of the decade 
The total death rate m British India from cholera 
amounted to 1 5 p(>i cent Malaria is endemic in some 
provinces, it tends to lower the vitality of the population 
and reacts on the bnth-iate The population of Western 
Bengal is described as “so<hlen with Malaria” Phthisis is 
responsible for considerable mortality in towns, specially of 
Western India— the deaths from this disease in Ahmadabad 
amounted in 1918 to 5 per mille of the population. 

Mr Meiklo has compared male and female mortality 
in the different provinces lie finds that female mortality 
IS greater than male 

At .ill (igcs .iinong Hinrlu'. and Miih.unniad.ins in the Punjab and 
amongst Muhammadanh in the United Provinces 

At ages 50 and under amongst Muhammadans in Bengal 
At agoH 15 and under amongst Muhammadans in Bombay, 

\t ages 10 and under amongst Hindus lu Boinbaj 

At ages 10 to 10 amongst Hindus ind Muhammadans in Madras 

At agos 30 and under amongst Buddhists in Burma 

At .iges 15 todOamonght Hindus in the United Province-. 

At ages 25 and under amongst Hindus in Bengal, 

The heavier mortality m the case of females is 
generally more marked among Muhammadans than Hindus, 
and this must be due to the parda system 

As reg.irds males, the heaviest mortality is among 
Hindus in the United Piovinces, Bengal and Bombay. 
Next in importance is mortality for Muhammadans in 
Bengal and Bombay, followed by that for Hindus in the 
Punjab and Muhammadans in the United Provinces and 
the Punjab. 

How the mean duration of life is calculated 
The mean duration of life or mean expectation of life 
IS calculated with the help of a mortality table. A 
mortality or life table shows the number of individuals 
living at the commencement of each year, beginning from 
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age 0 (birth), in the next column is shown the number of 
deaths in each year The following life-table for males 
(All India) was prepared in 1911 — 

Life Table, All India. Males 


|\ge 

Living at age v 

Djiug between 
ages V and 
x+1 

Sloan after life 
time at ago 

X 

0 

100,000 

28,9*18 

22 69 


71,002 

6,473 

30*72 

2 

64,529 

4,241 

32 76 

3 

60 288 

2,913 

34 03 

4 

57,375 

2,067 

34 73 

5 

55,308 

1,5-23 

35 01 

6 

53,785 i' 

1,168 

34 99 

7 

52,617 

933 

34 76 

8 

51.681 

786 

34 38 

q 

50,898 

686 

33 90 

10 

50,212 

626 

33 36 

11 

49,586 

593 

32*77 

12 

48,993 

585 

32 16 

\i 

48,408 

590 

31 54 

14 

47,818 

605 

30 93 

15 

47,213 

626 

30 32 

16 

46,587 

651 

29 72 

17 

45,936 

67b 

29 13 

18 

45,260 

703 

28 56 

10 

44,557 

724 

28 00 

20 

43,833 

742 

27 46 

21 

43,091 

758 

26 92 

22 

42,333 

77 3 

26 39 

23 

41,560 

787 

25 87 

24 

40,773 

800 

25 36 

25 

39,973 

811 

24 86 

26 

39,162 

820 

24 37 

27 

38,342 

829 

23 88 

28 

37,513 

838 

23 39 

29 

36,675 

844 

22 92 

30 

35,831 

850 

22 45 

31 

34,981 

855 

21*98 

32 

34,126 

861 

21 62 

33 

33,265 

866 

21 06 

34 

32,400 

869 

20*61 

35 

31,531 

872 

20 16 


Age 

Living at age x 

Dying between 
ages u- and 

2r + 1 

Mean after-life 
time at age 

X 

3G 

30,G59 

875 

19 72 

37 

29,784 

877 

19 29 

38 

28,907 

879 

18 86 

39 

28 028 

879 

18 43 

40 

27,149 

879 

18 01 

41 

20,270 

875 

17 00 

4‘i 

25,395 

871 

17 19 

43 

24,524 

805 

16 78 

44 

21,659 

856 

16 38 

45 

22,803 

849 

15 97 

4C 

21,954 

842 

15 67 

47 

21 112 

829 

15 17 

48 

20,283 

819 

14 77 

49 

19,4G4 

808 

14 37 

60 

18,G5G 

798 

13 97 

SI 

17,858 

787 

13 58 

62 

17.071 

775 

13 18 

63 

16 29G 

702 ! 

12 78 

64 

15 611 

750 i 

12 38 

55 j 

14,784 

737 

11 99 

5G ' 

14,047 

724 

11*59 

57 

13,323 1 

711 

11 19 

68 

12,012 

698 

{ 10 79 

59 

11,911 , 

6S5 

10 40 

60 

11,229 

674 

10 00 

G1 

10,555 1 

661 

9 61 

G2 

9,894 

648 

9 22 

C3 

9,246 

634 

8 83 

04 

8,612 

020 

[ 8 44 

G6 

7,992 

606 

1 8 00 

6G 

7,387 

590 

7 68 

07 

6 797 

574 

7 .30 

08 

6,223 

557 

0 93 

09 

5,600 

519 

0 56 

70 

5,127 

521 

0 19 

71 

4,606 ' 

502 

5 84 

72 

4,104 

480 

5 49 

73 

3,624 

457 

5 15 

74 

3,167 

431 

4 82 

76 

2,736 

402 

4 50 




Age 

Living at age 

Dying between 
ages X and 
r + 1 

Mean after life 
time at age 

X 

76 

2 334 

372 

4 19 

77 

1,962 

340 

3 89 

78 

1,622 

‘300 

3 61 

79 

1,316 

271 

3 33 

80 

1,045 

230 

3 06 

81 

809 

200 

2 81 

8‘2 

609 

166 

2 57 

83 

443 

133 

2 34 

84 

310 

102 

2 13 

85 

208 

70 

1 93 

86 

1‘32 

53 

1 75 

87 

79 

35 

1 58 

88 

44 

21 

1 42 

89 

23 

12 

1 28 

90 

11 

6 

1 15 

91 

5 

3 

1 03 

92 

2 

1 

89 

93 

1 

1 


94 





It 19 seen that of 100,000 infants born, 28,998 dieii 
in the course of one year, and 71,002 reacheti the a^e ot 
1 year Their deaths would have been distributed over 
the whole year, so that the mean duration of Ide in the 
case of 28,998 infants would be only half-a-year Wo 
thereforemultiply 28,998 by J year, deaths in the second 
year (6,473j by 1^ years, deaths in the 3rd year (4,241) by 
years, and so on till the end The mean duration of 
life IS found by dividing the sum of those products, by 
the number of births (100,000), or what is the same thing, 
by making tl*e sum of those living at each age and divid¬ 
ing the total (2,317,421 in the present case) by the num¬ 
ber of births (100,000) and subtracting ^ fiom the quo¬ 
tient, the year being taken as unity (23 17 — •6 = 22'G7 
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mean duration of life). To find the expectation of life at 
any particular age we proceed similarly For example, 
the number of those living at ago 40 is 21,954, the total of 
numbers inscribed against each ago, beginning from age 
40 up to 93 IS 352,79S Dividing the total by 21,9.54, the 
number living at ago 40, we get 15 57 as the “ mean after¬ 
life time” at ago 46 By tho samo method the mean 
expectation of life is found to bo .32 70 at age 2 and 30 73 
at ago 1. As calculated by the actuary the mean after¬ 
life time at birth was 22.59 and at ago one .30 72, the 
ditferonco must bo duo to special assumptions made by tho 
actuary regarding the distribution of deallis in tho first, 
year of life 

On account ot heavv moitality in the fiist year of 
life, tho moan expectation of life at the moment of birth 
IS not tho gioatest, in India it is greatest at age five, 
35 01 for males and 35 40 foi females tl911). According 
to tho mortality table foi 1!H0-11 the mean expectation 
of life in Germany was gieatest at ago two, 57 74 for males 
and 59 64 for females * , 

It IS impossible to calculate the mean duration of life 
for 1921 as no moitalitv table tor that year has been 
published Admittedly <nii age retuiiis are full of errors 
and misstatements, but the errors and misstatements do 
not vary greatly trom census to census, and no large error 
would be involved in assuming that they remain faiily 
constant. Tho mean expectations of life based on a life- 
table for 1921, .supposing one weie available, could there¬ 
fore be compared with thoi>e foi 1911, and valuable in¬ 
formation gamed about changes m tho health and vitality 
of the population It is from this point of view that the 
study of figures of population ac<juires its greatest signi¬ 
ficance, and it IS hoped that the person who is called upon 
to write the actuarial report on the census of 1931 will 

• Von Mayr 11,420-t. 
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not omit to calculate the mean expectations of life, or at 
any rate, will not withhold from the public the material, 
that IS the life-table, which is required for calculating it 

The decrease in the mean expectations of life at all 
ages 111 1911 as compared with 1891, and the extreme 
improbability of any increase in 1921, in view of the state 
of public health in the decade 1911—20, give rise to melan¬ 
choly reflections The Prices Enquiry Committee of 1910 
rep'^atedly refer in their report to the very great growth 
of prosperity in the period 1895—1910 The material 
welfare of the country, as a whole, they say, “ increased 
remarkably ” m this period ■** The Government ot India 
saw on all sides “ indications of a higher standaid of liv¬ 
ing”! That cei tain clashes ot the community have now 
a higher standard of living and aie more prosperous than 
before, is true But why a remaikable increase in the 
material welfare of the country as a whole, or “ indica¬ 
tions of a higher standard of living ” on all sides should 
have found expression in a decrease in the mean expecta¬ 
tions of life at all ages in 1911 is difficult to understand 

The question whether an increase or decrease in the 
duration of life has any connection with prosperity was 
Ignored by the Puces Committee, as it is ignored by offi¬ 
cial writers generally Among indices of prosperity men¬ 
tioned by the Prices Committee two are of special 
interest the growth of stamp revenue and the growth of 
excise revenue. The former is regarded as “ a sign of 
prosperity of the people who indulge in the luxury of 
litigation ”, the latter shows “ an increase in the purchas¬ 
ing power of the classes that consume intoxicating liquors 
and drugs.” J 

The increase in the absorption of gold and silver, the 

* Report, p, 184 

t Ihxd, X, 

t Prices Report, pp 146-7, 
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growth of foreign trade, the increase in the imports of 
articles of luxury and convenience, the growth of Govern¬ 
ment revenue, the development of railway traffic and of 
the post and telegraph business, and the growth of life- 
insurance, are of less signiHcanec from the point of view 
of the masses in throwing light on their economic and 
health conditions than a simple life-table and the mean 
expectations of life based on it. 



‘ CHAPTER XVIII. 

AgK DlSTllIBUTION. SeX MaRRIAOE DENSITY UrBAN 

AND Rural Population 

A high rate of infant mortality has an important in¬ 
fluence on the distribution of the population according to 
age Age distiibution takes a pyiamidal form The age- 
pyramid m the case ot India has a very broad base and a 
very narrow point The tollowing Table shows the age 
distribution in India per 1000 of the population in 1911 
and 1921 For the sake ot compaiison the figuios for Ger¬ 
many have been added 



JJnli»/i Imini 

Gei'tnany 

Ago 

1011 

1921 

1910 

1925 

Under 10 

276 

274 

234 

156 

10—20 

192 

198 

203 

204 

20—30 

178 

170 

164 

184 

30—40 

142 

14 3 

139 1 

! 142 

40—50 

99 

G1 

105 

j 124 

50 -GO 

61 

61 

76 

9r> 

60-70 

30 

16 

51 

61 

70 and over 

16 j 

17 

28 

1 32 


The age distribution of the population of India re¬ 
mained practically unchanged between 1911 and 1921 
The great difference between tlie numbers in the first two 
age-groups (76 in 1921) is the result of heavy mortality in 
the earlier years. 

In the case of Germany we notice the lieavy decrease 
in 1926 (due to the fall in the birth rate) in the figure for 
the first age group, and the increase in those for all other 
age groups. 
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With the improvement in health conditions the pro¬ 
portion of men as well as women over 60 years in age has 
increased in recent years in some European countries and 
the United States For example, the proportion of men 
over 60 per 100 males in Geimany was 7.1 in 1920 and 
8 7 in 1925, in England and Wales 7 3 in 1910 and 88 in 
1920, in the United States 6 8 in 1910 and 7.5 in 1920. 
There was a similar iiieiease in the [)roportion for females 
in these countries In India * at the census of 1881 there 
were 4.75 men over 60 per 100 males, the proportion fell 
to 4 62 in 1891, but has increased since then, and at the 
census of 1921 it amounted to 5 07 In the case of 
females, this pro])oilion tell from 5 91 in 1881 to 5 73 in 
1891 and 5 55 in 1901 At the census of 1911 it showed 
no change, but iiicrease<l to 5 57 in 1921. Thus the pro¬ 
portion of women over 60 per 100 ot their sex remained 
practically stationary between 1901 and 1921, while it had 
fallen in 1921 as compaied with 1891 or 1881 

iSex In regaid to sox again the conditions in India 
and in Europe are veiy different. The deficiency of 
females at biith is a well-known phenomenon In Euro¬ 
pean countries the propoition ot boys to girls at birth is 
104—106 boys to 100 girls There is a deficiency of 
temales at birth m all paits of India, but the deficiency is 
greater in the l^uujab and the N. W. F. Province than in 
any other Province. 

In Europe, howevei, the death-iate among females is 
much lower than among males, and eonsequently the pro¬ 
portion of females to males in tlio higher age groups in¬ 
creases. Before the War tliere were pei 1,000 males, in 
Germany 1,026 females, Great Britain and Ireland 1,061; 
France 1,035, Italy 1,037 and Sweden 1,046 The propor¬ 
tion of females in the population inci eased after the war. 

A comparison of figures for Europe with those for 

* Oensus of India I, 128 
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India shows that conditions here are not so favourable for 
females as in Europe. There is an excess of females over 
males in the age groups 20—30 and in the last group 60 
and over. In other age groups there is an excess of males 
over females, and so also m the total population. Fuither, 
the proportion of females to males decreased between 1901 
and 1921 — 

No, of females per 1000 males, * 



1901 

1911 

19!ll 

Actual population , 

903 

954 

945 

Natural population 

963 j 

963 

944 


What are the causes of this remarkable deficiency 
of femalesThe Census Commissioner for 1911 con¬ 
clusively showed that the deficiency could not bo asciibod 
to defective registration of females The deficiency of 
females at birth is not a satisfactory explanation, for, as 
we have seen, such deficiency is a universal phenomenon 
A higher death rate among boys, who are constitution¬ 
ally more delicate than girls, equalize-? the proportions 
of the sexes by the time adolescence is reached. After 
that; in European countries, mortality among males remains 
relatively high on account of their harder life, which is 
more exposed to risk, than that of females. In India^ 
among the lower classes, women generally lead a harder 
life than men, and among all classes the evil of early 
marriage and excessive mortality amongst young mothers 
tends to reduce the number of women and their propor¬ 
tion to men. The purdah among the Musalmans and the 
Hindus of higher castes in some provinces must adversely 

* Cermm oj Iiidta /, Pari p. 149. 
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affect the health of women, particularly of those residing 
in towns. 

Marriage. There are tliree chief features of Indian 
conditions relating to marriage as compared with those in 
European countries, tiz.., {a) the universality of marriage, 
(ft) the early ago of marriage and (c) the large proportion 
of widows. No country of Europe has so few unmarried 
males and females per 1(XX) of each sex as India (498 
males and 358 females in 1921) In Germany, according 
to the census of 1925, per KXX) of each sex, 54d males and 

61.3 females wore unmarried The prejudice against the 
mariiage of widows explains the high proportion of 
widows in our population—175 per 10(10 females in 1921 
(Hindu 197 and Muhammadan 170) Tlie corresponding 
figure for Germany in 1925 (including divorced) was 93. 

As regards the age of mariiage. by twenty, 29.8 per 
cent of males and 77.1 per cent of females are married 
in India The proportion for Hindus is 33 9 males and 

81.4 females , and for Muhammadans, 24 1 males and 81 6 
females It wouhl seem that Muhammadan men'marry at 
a later age than Hindu. These figures may be compared 
with those for Germany (1926) the number of those 
under 20 who were marned, per 100 of each sex was 0*2 
males and 2 6 females In Europe men marry at the ages 
26—29 and women 20—24. 

We may note in passing that the age of mariiage is 
rising in India, though progress is slow. The number of 
unmarried males aged 10—16 per 1000 increased from 843 
in 1881 to 879 in 1921 and of unmarned males aged 15—20 
from 617 to 687, the number of unmanned females 5—10 
increased from 874 m 1881 to 907 m 1921, and of unmarned 
females eiged 10-16 from 481 in 1881 to 601 in 1921. But 
in view of the fact that in 1921,298 per 1000 of the marned 
males were below the age of 20 and 382 of the females 
below the age of 16 would show that the evil is still serious. 
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A close connexion exists in European countries be¬ 
tween the number of marriages and the prevailing political 
and economic conditions. For example, the proportion of 
marriages per 1000 of the population m Germany rose 
from 8 2 to 10 3 m 1872 with the beginning of tho 
era of prosperity following on tho successful termination 
of the war with Franco, with the return of adverse 
economic conditions tho proportion gradually fell to 7 5 
m 1881, thereafter it rose again with tho improvement 
of the economic outlook Tho depression in tho beginn¬ 
ing of the year 1890, and that following tho crisis of 
1907 caused this proportion to fall, while economic prosperity 
111 the latter half of tho decade 1891-1900 raised it Dur¬ 
ing the War the proportion fell as low as 4 1 in 1915 
and 1910 in Germany, while in Norway and Sweden, for 
which tho War was on tho whole a period of piospenty, 
the proportion rose from 0 3 in 1913 to 7 6 in 1919 

For India, unfortunately, no record of tho number of 
marriages made each year exists. Wo, however, know 
the number of the married at each census As economic 
conditions vary considerably from decade to decade, we 
may try to ascertain if economic piospoiity oi adversity 
has any effect on the numboi of tho maiiied Tho append¬ 
ed statement* shows the number of married males and 
females at each census per 10()0 of each sex — 



Males 

Pemalca 


Mamed 

Widowed 

Married 

Widowed 

1881 

467 

40 

490 

187 

1891 

465 

48 

485 

176 

1901 

454 

54 

476 

180 

1911 

456 

54 

483 

173 

1921 

438 

1 64 

467 

175 
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We noticG a decrease m the number of the married 
from 1881 to 1901, a slight rise in 1911 and a fall in 
1921. The Census Commissioner for 1921 thus comments 
on the increase m 1911 

“The year 1911 ended in a period of comparative 
prosperity. There had been no widespread scarcity and 
though plague was violent in places, the mortality from 
it was distributed over a eonsidoralilo period of time and 
was local in character Economic conditions were on the 
whole favourable and moitalitv noima! The result was 
shown in a substantial rise in the number of tlie married 
and a ileeliiio in tlio number of the \Mdowed 

The “substantial use in the luiinlH i of the married 
consisted in an iiiciease of 2 pei 1(X)() in the proportion 
of males and of 7 in that of fmnales If wo combine the 
number of married and widowed flnii economic prospenty 
of the decade EK)l —1910 had the effect of reducing the 
proportion of the unman lod males per KKX) fiom 492 in 
1901 to 190 111 1911 , the nuinbei of unmarried females 
remained unchdiiged It would seoiii that the change in 
1911 was so slight as to be negligible 

It may also be doubted wliethei the decrease in the 
number of the widowed in 19H was duo to economic pro¬ 
sperity in the decade ending m that jear The decrease in 
the number of widows w.u, greatest in the case of Aiiimists 
“The explanation is,” wrote the Census Commissioner 
(1911), “that at the time of that census (1901) conditions 
were abnormal owing to the famines of 1897 and 1900 
w’hich hit the primitive Animistic tubes hauler than any 
other section of the community, and caused an unusually 
high mortality among them ' f The Census Commissioner 
attributed the steady decline in the proportion of Muham¬ 
madan widows to the weakening of the prejudice against 

• Vol I Report, p 157 
t Report, I, 278, 
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widow re-marriage. The proportion of Hindu widows in 
1911 was less than that in 1901 by 6 per 1000, but greater 
than that m 1891 by 2 per 10(X). The Census Commis¬ 
sioner for 1911 made no claim that the decrease in the 
number of widows was due to economic prosperity. 

The statistics for India as a whole do not show any 
appreciable fluctuation in the number of the married accord¬ 
ing to favourable or unfavourable economic conditions It 
Avould ■=!eom that in India the variations in the number of the 
married are chiefly duo to causes which intlueuce the age 
constitution of the people For example, the proportion 
of the married of each sox was highest in 1881, and low¬ 
est in 1921 In spite ot the cononiK' prosperity of the 
decade 1881—1891, which was free liom any special cala¬ 
mity such as famine or plague, the pioportions of married 
and widowed for each sex were lowei in 1891 than in 
1881. The probable explanation is that on account of 
the famine of 1870-78 the pioportion of adults of 
both sexes to the total population was higher in 1881 
than in 1891. The reduction in tin* pioportion of the 
married in 1921 was chiefly due to the heavy mortality 
among adults owing to influenza in 1918. 

Marriage is universal in India, as it is regaided a 
religious duty Economic consideiations are not taken 
into account by people intending to marry, or by parents 
when marrying their children The proportion of the 
married to the total population would remain practically 
unchanged from decade to decade but for calamities which 
cause a change in this proportion by altering the age 
constitution of the people 

Density 

Bntish India has an average density per square mile 
of 196, and Indian States, 113, Among the provinces, 
Ignoring Delhi whose density is high (823) owing to the 
inclusion of a large urban area, Bengal shows the greatest 
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density, G78. Next to Bengal the most thickly populated 
province of India is the Unifeil Provinces (density 414) ; 
Behar and Orisha follow with a density of 340. Madras has 
297 persons jier s(juaro mile, Punjab 183 and Bombay 143. 
Baluchistan lias the lowest density, tJ persons pei square mile. 

Among the largei Indian States, Baroda shows the 
greatest density (2()2j, and Kashmere the least (39). The 
Madras States have as many as oil persons per square 
mile, while Baluchistan States have only 5 

Theio are great variations in density within these 
political divisions A general vn w of the density of 
population IS given by tl e appeinled statement, which 
shows that 48.3 per cent ol the jiopulation occupies 16.4 
per cent of the total aiea at a density of over 354 per 
square mile, while le'^s than one-third of the population 
occupies 69 3 pin* cent ot the total area at a density below 
the mean of the country (177i -- 



1 squ.iro mill-, j 

Percont igo 
on toUl .arci 

1 PopuUtion 

{ Percentage 
j on totol 
population 

India- 177 

1 HOO.Wi 

100 

1 318 912,480 

1 100 

Bolow 177 

l‘i07,WJ 

O'J 3 

90.500 208 

' 32 1 

0\cr 354 

2s5.1f)0 ' 

16 l 

no 752,290 

1 483 

177-354 

1 ili803 

11 1 

G9 620 982 

1 19 6 

Some 

idea of the vai i.itioiis in d' 

ciisity 111 the same pro- 


Vince may bo formed from the tact that in Assam density 
ranges from 7 pei square mile in the Balipara Frontier 
Tract to over 900 in parts ot the Surma Valley (mean density 
of Assam 130) and in East Bengal, which is more thickly 
populated than any other pait of India, from 34 in the 
Chittagong Hill Tracts to 1.118 in Dacca. The population 
of Eastern Bengal lises in nioie than one-fifth of the area 
to over 1,050 per sejuare mile The Province of Behar and 
Orissa has a mean density of 310 per square mile, but 
within the Province density ranges between 109 m the 
Angul district of Chhota Nagpur and 907 in the Muzafiai^ 
pur district of North Behar. 
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What aie the tactora which determine the density of 
population 

“In former times,” sa 3 s Conrad, “the growth of 
numbers ^\as ehietly dcteimined by the produetivoness of 
land The giowth of civilization, which implies mastery 
ovei nature in a liighei degiee, and the development of 
industry and tiade, make it possible to become indepen¬ 
dent of agiieultuial eonditioiis, and cause a heavy density 
of population also in places pooily endowed by nature 
The great inciease ot population among modern civilized 
peoples Is due to the giowth of tiado and industry.”* 

In India agiKuliiiral conditions are ot tai greater im- 
’ poitance in deteimining the distiibution of population than 
commereial oi nidnstiial de elopiiioiit. Among agricultural 
conditions account has to bo taken of laintall, ii ngation, con¬ 
figuration of the surface, and tcitilit^'ot the soil. These are 
factors detei mining the productiveness of the soil, and den¬ 
sity in India varies aecoiding to pioduetivenoss of the soil. 

Density’ does not vary exactly as laintall The parts 
of the country which receite the heaviest rainfall (Lower 
Burma, Assam) aio not the parts which aio most densely 
populated This is because oxcessiv<* rainfall is not bene¬ 
ficial. The Census Commissioner tor 1911 pointed out 
that a well-distiibuted annual laintall of 40 inches “is 
sufficient in most parts ot India,” and that, “it is only 
' where it is less than this, or is badl}" distributed, that 
differences in the amount leceived have any marked irifiu- 
ence on the success of cuhivatioii and conso(j[ueiitly on the 
density of population ”t 

The influence ot irrigation as a factor in detormining 
the density of population is shown by the fact that the 
distnct of LyaJlpur in the Punjab, with an annual rainfall 
of 13 inches, has a density of 301 per square mile. In 1891, 

*Statt4ttk EraUr Tetl p SI 
^Report, India, p. 2iJ. 




before irrigation started, Lyallpur had only 7 inhabitante 
to the square mile The canals were opened in 1892 and 
by 1901 the district ha<l a population ot 187 to the square 
mile. The density r')'>e to 272 in 1911 and 301 in 1921 
In those parts of the Punjab where crops mainly de¬ 
pend on tlie sujiply of water by aitilicial moans, canal or 
well inigation, rainlall has practn illy no effect in deter¬ 
mining the incidence of the papulatmn on cultivation 

Where, however, irrigation i*- ot less importance, the 
incidence on cultivation van<‘s according to lairifall This 
IS shown by the following table'" — 


Ilistru ts (if tho Puiijib 
with loss thiiu 2H JUT edit 
irngatod aro.i 

Incidomo ! 

un cuUn lUd 
arei , 

Hmifill 
Iiioht s 

Irrigation 
IVr Lent of 

1 imturi-l crops 
, irrigated 

Knngni 

US4 ! 

71 

: 20 

Simla 

•17 i 

(.1 

0 

Hoshiai pur 

SU 

15 

11 

(lurdaspur 

l>'>2 ' 

14 

‘28 

Kawalpiiuli 

MS 

12 

2 

Ambala 

".22 

12 

6 

Jhelum 

4H 

'26 

5 

(riirgaon 

407 

'25 

17 

Rohtak 

VJ8 

20 

'27 

Attock 

340 

20 

9 

Miaiiwali 

301 1 

12 


Hibsar 

106 j 

10 

1 


The exceptional easr ot Ilissar is explained by the 
fact that it lies on the bolder ot Itajputana and the land 
of the district is ot poor, sandy qualit\ 

Contiguration of the suifaee is next in imjioitance to 
lamfall in regard to its effei.t on the d»Mi''Hy of popul¬ 
ation. The most thickly peopled tiacts in India are the 
level plains of Bengal, Behar and Orissa and United Pro¬ 
vinces East, and the low’-lying plains along the sea-coast 
m south India. The configuration of the surface is also 
favourable m the United Provinces West and the Punjab 


• Cenmu Report, Rtmjab, 1921, Vol I, ,H4. 






342 


East, but the rainfall is insufficient Hence the great im¬ 
portance of irrigation in these tracts. 

The fertility of soil is of less consequence in India than 
the amount of the rainfall and configuration of the surface 
The valleys of the Ganges and the Indus are both alluvial 
formations but density is heavy in the former and light in 
the latter. The explanation of such wide differences in 
density, when the nature of the soil and configuration are 
the same, lies in the difference in rainfall 
Urban and Rular Population 
The population of India is overwhelmingly rural In 
1921, out of a total population of 316 millions dealt 
with, over 283J millions were living m “ rural territory ” 
and less than 32| millions in “ urban territoryThe 
proportion of the urban and the rural to the total popul¬ 
ation at various censuses was as follows — 



1891 

1901 

1911 

1921 

Urban 

9.5 

9.9 

95 

10 2 

Eural 

90.6 

90.1 

90 5 

89 8 


It will be seen that the growth of town population 
between 1891 and 1921 was less than 1 per cent The 
progress of urbanisation in India is very slow as com¬ 
pared with that in European countries 

The expansion of trade and commerce and the deve¬ 
lopment of organized industries have had a marked effect 
upon the population of cities (over 100,000) and the larger 
towns. Between 1911 and 1921 the population of towns 
of above 60,000 increased 16 per cent, of towns of 20,000 
to 60,000, 7 6 per cent., while that of towns of 10,000 to 
20,000 increased only .7 per cent. These figures show that 
the growth of the larger towns has been at the expense of 
the medium sized towns. Similarly in Western India, 
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which IS industrially more advanced than other parts of 
India, “ the types of .places which are losing to the cities 
are not the smaller villages but the middle-sized country 
towns ”* 

The growth of towns is dependent upon the growth 
of industries In view of the very slow development of 
Indian manufacturing industries it is not surprising that 
the progress of urbanisation in India should have been slow. 
This progress has been very rapid in European countries, 
such as Germany, which is explained by their rapid in¬ 
dustrialisation In 1800 about 90 per cent, of the popu¬ 
lation of Germany lived m places with less than 5,000 in¬ 
habitants, and only 10 per cent in towns The growth 
of the town population, particularly the population of 
cities, became rapid after 1860 and the pace increased after 
1870 

In 1871 Germany had only 8 cities (each with a 
population of 10,000), in 1926 the number had increased 
to 46 In 1871 the proportions of the urban and rural 
population ill the total were 36 1 and 63 9 per cent re¬ 
spectively , in 1925 the proportions were 64.4 (urban) and 
35 6 (rural) The distribution of the population between 
rural and urban territory in various countries is shown 
below — 



Total 

population 

Millions. 

Rural 

Terntoryt 

% 

Urban 

Territory 

% 

India, 1921 

316 0 

89 8 

10 2 

Germany, 1925 

62 4 

36 

64 

England and Wales, 1921 

37 9 

21 

79 

Holland, 1920 

69 

25 

75 

Belgium, 1920 

74 

22 

78 

France, 1921 

39 2 

1 45 

1 55 

Switzerland, 1920 ' 

39 

1 39 

61 

Sweden, 1920 

59 

1 70 

30 

United States, 1920 

105 7 

1 49 

51 


* Ctnam of India, Vol 1, Report p 66 

t Rural territory In Germany, Belgium, Prance and Switzerland 
meanz places with not more than 2000 inhabitants, Sweden, not 
mote than 2500, England and Wales, 3000, and the United States 
and India, 6000. 



CHAPTER XIX, 

Occupations of the People. 

The number and percentage of the population sup¬ 
ported by different occupations in 1921 and 1911 are 
shown by the following table — 


Population in thousands 



1921 

1911 



Population sup¬ 
ported bj 

Percentage of total 
population 

Population sup¬ 
ported by 

Percentage of total 
population 

Variation per cent 

Total population 

A Production of raw 
materials 

316,055 

231,194 

73 15 

313,470 

227,080 

72 44 

■f 8 

+ 1.8 

I Exploitation of 

animals and vegetation 
(including pasture and 
agriculture, fishing 

and hunting) 

230,652 

72 98 

226,550 

72 27 

+ 18 

II Exploitation of mine¬ 
rals 

542 

n 

529 

17 

+ 23 

B Preparation and supply 
of material substances 

55,612 

17 59 

58,106 

18 56 

~ 4.3 

III Industry 

33,167 

10 49 

35,320 

11 27 

- 60 

IV, Transport 

4,331 

137 

5,028 1 

1 60 

-13 8 

V Trade 

18,114 

5 53 

17,756 

6 69 

+ 20 

C Public Administration 
and liberal arts 

9,846 

3 12 

10,456 

3 48 

- 58 

VI Public force 

2,181 

69 

2,398 

.77 

- 96 

VII Public Administra¬ 
tion 

2,643 

84 

2,648 

84 

- 1 

VIII Professions and 
liberal arts 

5,020 

1 59 

5,409 

1 70 

- 7 1 

D Miscellaneous 

19,402 

6 14 

17,826 

5 62 

+ 8.8 

IX Persons living princi¬ 
pally on their income 

479 

15 

540 

17 

- 11 1 

X Domestic service 

4,570 

1 44 

4,599 

1 47 

- 6 

XI Insufficiently dos- 
cribed occupations 

11,098 

3.51 

9,236 

2 95 

+ 20 1 

XII Unproductive 

3,253 

1.04 

3,451 

110 

- 67 
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Persons dependent upon pasture and agriculture in¬ 
creased 1.9 per cent, while those dependent upon fishing 
and hunting decreased The rate of increase in the case 
of agriculturists was faster than the growth of population 
(1.2 per cent) Preparation and supply of material sub¬ 
stances showed a decline of 1 3 per cent, and industry of 
6 0 per cent The percentage variation in the case of 


different industries is shown below — 

Textiles — 5 4 

Hides & skins, & hard matcrnals from the animal kingdom +18 
Wood — 4 9 

Metals — 3 1 

Ceramics — 1 1 

Chemical industries piopoily so called it analogous — 3 8 

Food industries —lb 4 

Industries of dross and the toilet — 4 1 

Furniture industries —31 0 

Building industries —14 9 

Construction of moans of transport — 6 7 

Production and transmutation of physical forces (heat, light, 
electricity, motive power, etc ) b72 9 

Other miscollanoons & undefined mdustiic^ — 4 2 


It Will bo seen that industries “substantially” decreased. 
Those supported by textile industries decreased by 448,842, 
wood industries by 18t),309, and metals by 69,237 Trade 
increased 2 per cent While commenting on the increase 
in the number of persons suppoitcd by trade, the Census 
Commissioner for 1921 pointed out that it was difficult to 
distinguish between traders and manufacturers in India, as 
111 many cases the maker or the pioducer himself sold his 
goods. But there is veiy little possibility of decline in 
industries being due to errois of classification, as those 
who both made goods and sold them weie tabulated as 
manufacturers 

The increase in the proportion of persons supported 
by agriculture and decrease in that supported by industry 
in 1921 was not accidental It was due to causes which 
had been m operation for a long time. The population 
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supported by the two heads in 1911 and 1901 was as 
follows — 


Population in thousands 



1911 

1 

1901 

Percentage 

of 

variation 

Total population 

304,233 

286,398 

4-6 6 

I Exploitation of the 
surface of the earth 
(pasture and agii- 
culturture, fishing 
and hunting) 

220,160 

i 

1 191,910 

4-14 7 

1 

II Industry 

34,245 

' 34,296 

, — 7 

1 


While commenting upon the growth in the number 
of landlords and cultivatois in 1911 (13 per cent., or 
double that of the general population) the Census Com¬ 
missioner for 1911 pointed out that while the increase was 
partly due to changes in the method of classification, it 
was not wholly unreal “At the same time,” he said, 
“ there seems to be no doubt that the number of persons 
who live by cultivation is increasing at a relatively rapid 
rate. On the one hand, the rise in the price of food 
grams has made agriculture more profitable, while on the 
other hand, the profits of various artisan classes have 
been diminished, owing to the growing competition of 
machine-made goods, both locally manufactured and im¬ 
ported, with the result that these classes show a growing 
tendency to abandon their traditional occupations m 
favour of agriculture.”* 

The principal variations under Industry in 1911 as 
compared with 1901 were as follows 


Ctmtis qf India, 1911. Fol. I, Part I, Sec. 530, p. 413. 
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Per cent 

Textiles - 6 1 

Hides, skins and hard material from the animal kingdom - 33.9 

Wood 14.6 

Metals - 6.6 

Ceramics + 8 7 

Chemical products properly so called and analogous - 5 6 

Food industries - 2 6 

Industries of dress and the toilet + 3.3 

Furniture industries + 66 2 

Building industries + 18 2 

Construction of means of transport - 21 5 

Production and transmission of physical forces (heat, light, 
electricity, motive power, etc ) +179 4 

Industries of luxury and those pertaining to literature, arts 
and sciences , +92 

Industries concerned with refuse matter — 16 4 


The largest increase was under production and trans¬ 
mission of physical forces, over 179 per cent But this is 
of small importance, considering that it gave employment 
to only 14,000 persons in 1911 (.04 per cent of the total 
number under industry) The more important industries 
are textiles (over 8 million persons in 1911), industries 
of dress and the toilet (over 7^ millions) and wood and 
food industries (over 3^ millions each) 

There was an increase in the percentage supported by 
industries of dress and the toilet (3 3), and wood (14.6) 
The number of those supported by food industries declined 
2.6 pei cent, while under textiles there was a more serious 
decline of 6 1 per cent 

The most important of the textile industries are those 
connected with cotton The proportion of the population 
1 supported by cotton spinning, sizing and weaving in 1911 
was 37 per mille in the Punjab, 29 in Bombay and Raj- 
putana, 27 in Madras, 22 in the Central Provinces and 
Berar, and 18 in the United Provinces. The decrease of 
61 per cent in the number of persons supported by 
textile industries was due mainly, says the Census Com¬ 
missioner for 1911, “to the almost complete extinction of 
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cotton spinning by hand. Weaving by hand also sufiered 
severely from the competition of goods made by machinery 
both in Europe and in the country ” The number of 
Indian cotton mills, and that of factory workers had in¬ 
creased, but as the output pei head in a factory is greater 
than that of hand-looms, the increase m the number of 
' factory woikers would imply the displacement of a larger 
1 number of hand-woikers 

u Other iiidustiies which were seriously affected by the 
Competition of machine-made goods were hides and skins 
js^nd metals The statement given above shows that there 
was a large decline in the number of workers in hides This 
is partly compensated by an increase in the number of 
boot and sandal makers But the two groups taken to- 
gethei show a decline of about 6 per cent During the 
same period the number of hide dealers more than 
doubled, owing to the growing demand abroad for Indian 
hides and skins and the expansion of the export trade in 
these articles The local cobbler on the other hand,” says 
Mr Gait having to pay more for his raw material (on 
account of the rise in the price of hides and skins) and 
feeling the increasing competition of machine-made goods, 
has been tempted to abandon his hereditary craft for some 
other means of livelihood, such as agriculture or work in 
factories of various kinds ” * 

The case of metals was similar The total number of 
persons dependent on metal iiidustiies decreased 6 6 per 
cent as compaied with 1901, while the number of dealers 
in metals increased six times “The dociease in the 
number of metal workers and the concomitant mci ease in 
that of metal dealers is probably genuine and is due 
largely to the substitution, for the indigenous brass and 
copper utensils, of enamelled ware and aluminium articles 


’ Census of India, 1911 Vd, I, Part I, Sec. 540 p 419. 
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imported from Europe.” ■*' 

An increase in the proportion supported by agncul- 
ture was also noticed at the census of 1901, but the census 
Commissioner did not think that it indicated “ a greater 
dependence upon the land due to the abandonment of 
weaving and other indigenous industries ” A comparison 
of the figures for 1891 and 1901 is rendered difficult by 
changes m classification but the movement from industry 
to agriculture has been so clearly marked from the beginn¬ 
ing of tile present century that it cannot be ignored 

So far we have dealt with India as a whole. It may 
be interesting to study m detail the figures for individual 
provinces The following table shows the percentage of 
the total population supported by agriculture and industries 
in different provinces at the censuses of 1901, 1911 and 
1921 — 

Percentage of total population suppoHed by different 
occupations f 



Agyicultuie 

Induitiy, 


1901 

1911 

1921 

1901 

1911 

1921 

India 

65 2 

69 8 

70 9 

15 5 

11 4 

10.7 

Assam 

84 2 

85 4 

88 0 

7 8 

3 2 

2 6 

Bengal 

71 6 

75 4 

77 3 

12 3 

7 7 

7 8 

Behar and Ons-ja 


78 6 

79 7 


7 7 

69 

Bombay 

58 6 

64 3 

61 6 

18.2 

12 7 

12 2 

Burma 

66 1 

69 1 

70 7 

18 6 

6 8 

69 

Central Provinces 

70 0 

75 5 

74 2 

16 2 

10 2 

93 

Berar 

71 2 



12 9 



Madras 

69 0 

68 7 

70 8 

17 5 

13 4 I 

11 3 

Delhi ] 



28 4 



31 0 

North-West Frontier Province 

56 9 

66 7 

65 0 

19 4 

11 5 

12 6 

Punjab J 


58 0 

, 59 0 


20 5 

19.3 

United Provinces 

65,5 

716 

75 0 

14 9 

12.2 

110 


There is no province in which agriculture in 1921 

* Cermis of India, 1911, Vof. I, Pait I, Sec 542, p 420 
t Census Reports India, Vo/ I, 1921, 2>s2 , 191!, 434, 1901, 2i4 
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did not support a higher percentage, and industries a 
lower percentage of the population than in 1901. In the 
Punjab, perhaps, the position has not changed much But 
the table indicates generally increasing pressure on the 
land everywhere, and the decline of industries 

The causes of the increasing dependence upon agricul¬ 
ture have been pointed out above, and they are similar in 
every province—the growth of imports and the competi¬ 
tion of machinery While hand-industries are declining, 
we have failed to establish organised industries on a 
sufHeiently large scale to provide employment for the 
hand-worker in factories 

To quote the Census Superintendent of the United 
Provinces, there is “ a movement of the industrialist back 
to the land ” ill that province In the decade 1911—20, 
while the population of the United Provinces decreased by 
IJ millions, the absolute number of those engaged in 
“farming” increased “A certain surplus of the village 
artisan population is drifting into agriculture,” says 
Mr Edye, as the result of the competition of large-scale 
enterprises on the Western factory system, and of certain 
cottage industries organised by small local financiers 
The greatest sutferers have been the village potter, black¬ 
smith and carpenter 

The use in the price of food-grams during the decade 
1911—20 made agriculture more attractive than before, and 
increase in the demand for factory labour in the United 
Provinces had no effect in withdrawing labour from the 
land “No wages will attract the peasant of the province,” 
says Mr Edye, “ so long as his holding will maintain him 
in the standard of comfort to which he is accustomed. 
With gram at the prices prevalent since 1914 his holding 
will do this and more.” * 

Similarly m the Bombay Presidency, m spite ot the 
• Report for the United Provinces (1921) p 159 
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growth of the cotton factory industry, there has been a dec¬ 
line in the proportion of the population supported by 
industries The Census Superintendent quotes numbers 
supported by agriculture, and compares them with the 
numbers supported by industry and trade, British Districts, 
during 1901—19'2l, and concludes that, “There is nothing 
m the figures to lead to the idea commonly held that the 
people are forsaking the land for industiies 

The Census Superintendent for Assam thus comments 
on the decrease in the proportion of those supported by 
industries — 

“Assam is not an El Dorado Apart from agriculture 
and tea, industry is of little account, and the statement 
m the margin hardly indicates growth, although certain 
industries have actually increased a little It is true that 
there are plenty of natural lesources mthe country, and 
both organised and cottage industries, if developed, could 
well subsist and aid the return of prosperity, side by side 
with agriculture But the obstacles to development are 
strong ” t 

This statement about Assam may be taken to be typi¬ 
cal of the rest of India The country is rich in natural 
resources, and industry and agriculture could exist side by 
side and “aid the return of prosperity,” but for reasons which 
need not be examined here, the industrial development of 
the country was proceeding at an extraordinarily slow 
rate before the Wai The consequences of this for the 
country as a whole were graphically described by the 
Indian Industrial Commission, so far as agriculture is 

* Bombay Cmsm Report, p. 215 
t Asmm Census Report, p 170. 
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concerned the consequences have been disastrous 


As the result of the increasing dependence on agri¬ 
culture It may be inferred that pressure on tlie agricul¬ 
tural resources of the country is increasing With the 
exception of Assam and Burma, there is no province in 
which pressure on agricultural resources is not beginning 
to be seriously felt 

Under existing conditions, agiiculture is supporting 
too many people m the districts of the Eastern Plain and 
m Simla, Kangra, Ploshiarpui, Gurdaspur, Amritsar, 
Jullundur, and Sialkot in the Punjab , in the Indo- 
Gangetic Plain East and the Sub-Himalayan East m the 
United Provinces, in Eastern Bengal, in parts of the 
Madras Presidency, particularly those which lose by migra¬ 
tion , in North Behar and parts of South Behar in the 
province of Behar and Orissa , in Konkan and parts of 
the Deccan and Kariiatak in the Bombay Presidency , 
and in the Maratha Plain Division and the Ohliattisgarh 
Plain Division in Central Provinces and Berar 

The Census Superintendent, Punjab, (1921) thus sums 
up his conclusions regarding the pressure of population 
on agricultural resources — 

“To sum up, density vanes everywhere \n accordanoo With agricul¬ 
tural resources to the exclusion oi all other factors , it is so directly pro 
portionate that the conclusion that there is pressure on those resources is 
irresistible , yet this same direct proportion also indicates that other 
factors have not been brought into play and hence that the pressure on 
resources is not extreme, for in that case industrialism would have been 
forced into existence, and would have led to variations m density independ¬ 
ent of agriculture An exception to the rule exists in the irrigated por¬ 
tions of the Western Plain, where population is rapidly increasing and 
as yet has received no check by its pressure on resources, whilst the 
beginning of more acute pressure are observable in the extreme east 
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of tho Province, where there la a ateady decline m population in 
Ambala and Gurgaon, and diminishing rate of increase in other 
districts ”• 

The extent of overcrowding in some of the districts 
of the Eastern Plain may be judged from the fact that 
between 1881 and l‘J21 the population of Ambala decreased 
18 per cent, of Gurgaon 10 5 per cent, Ludhiana 8 3 
per cent , and Karnal 3 2 per cent The decrease in the 
population of Gurgaon and Ambala is not wholly accounted 
for migration The pressure on resources is heavi¬ 
est in Guigdoii and it is not less «evere in Ambala and 
Kamal. 

The population of tho United Provinces increased by 
9 1 per cent., between 1872 and 1921, and it decreased 
3.1 per cent in the decade 1911—20 Conditions seem 
to bo exceptional in the United Provinces, for among 
the major provinces of India, the rate of growth in this 
Province (3 per cent per decade under normal condi¬ 
tions) IS tho smallest The United Provinces also stands 
second on tho list of those Provinces and States which 
on balance lose by migiation (—974,642 in 1921) 

The Census Supenntendoiit for 1911, Mr Blunt, thus 
Avrote about the eastern districts — 

“ The pressure on the land has long been considerable 
in these tracts, and must still bo very great, though plague 
has ruthlessly relieved it ’’t 
And again — 

“ There wore signs ten j cars ago that the most densely inhabited 
tracts in the Provinces, the Eastern Plain and the Eastern Sub-Himala¬ 
yas, were beginning to seriously feel the pressure of tho population on 
them , but tho pressure is relieved, not by internal emigration to other 
parts of the Province, but by emigration to the east, to Bengal and 
Assam, and it was the growth of this emigration which showed that the 
tract was getting over-populated But the pressure now is far less 
than it was ten years ago, for plague has proved a terrible though 
effective adjunct to emigration in relieving it ” 

* Jleport, p 31 
t Heport, 1911, p. 49 
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Influenza did the woik of plague in 1918-19. 

Behar and Orissa licads the list of Provinces and 
States which on balance lo'>o by migration In 1921 the 
net loss suffered by this Piovince by emigration amounted 
to 1,667,968 The permanent flow ot emigration from 
Behar and Orissa is towards Bengal and Assam. The 
tea plantations of Assam offei to the aboriginal races of 
Behar and Orissa “ moie steady means ot subsistence ” 
than they enjoy in their piovince More important than 
the pcimaiient stream ot einigiation is the “ enormous 
flow ot periodic labimi which pouis out from North and 
South Behar between Maich and November into the 
agricultural and industrial areas ot Bengal, leturning to¬ 
wards the end ot the yeai foi the cultivating season in 
the home areas **• 

It IS not pretended that eniigiation from Behar and 
Orissa to Assam and Calcutta is due to sucii causes as 
“ domestic unpleasantness ” The Census Supeiinteiideiit 
for 1921 says — 

“ The great development of emigration is an in¬ 
dication of the hard times that Orls^a has passed through 
since 1918, and also shows how it was that a lopetition 
of the tragedy of 1866 was avoided It would bo dilfl- 
cult to overestimate the number of live« saved by the 
East Coast route ot the Bengal Nagpui Had way m the 
last years of the decade by bringing food to the 
people and, even more important, by taking the people 
to places wheie work and food could be found ” 

The population ot Assam increased by 929,725 in 
1911-21, and of this 44 3 per cent, was due to migra¬ 
tion. Assam heads the list of Provinces which on balance 
gam by migration. 

The mean density per square mile in Assam IS 130 
but there are great variations in density m different parts 

• Census Report, India, 1921, p 86 
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of the province The percentage ot net cultivated to 
cultivable area is 25 for the whole of Assam, 23 for the 
Brahmaputra Valley, 70 for Surma Valley and 5 for the 
Hills. The lirahmapntra Valley attiacts the largest 
numbei ot immigrants, as it contains tlie bulk of the tea 
plantations The figures of net cultivated area show that 
thcie IS considerable room tor expansion lu the Brahma¬ 
putra Valle}- The Suinia Valley is much more di-nsely 
populated, and m —21 it lost by migration 

“Assam,” says the Census Supeiintondent, “is one 
of the few parts of India whore tlmic i-, still ample land 
awaiting settlers, and with no need loi aitilic lal urigation ” 
Colonisation ot the Biahniaputra Valley is proceeding 
lapidly, the imnibei of tlie toloiiists m 11121 iin leased 
five-fold as compaied with the ecnsiis ot Hill ami it is 
expected to increase 1(X) or 2(H) pei cent by the next 
census 

The tea-gaiden industry ot Assam attiarts labourers 
trom Behar and Oiissa, tln‘ Ccntial Provinces, the United 
Provinces and Madras, while the settleis in the Brahma- 
putia Valley mostly (oim' tiom Mymensingh, Dacca and 
othoi districts ot Eastern Bengal 

There is undouhtedh looin toi expansion in Burma. 
Burma is thud among tin* Provinces and States of India 
which gam by migration, its net gam lu H)21 amounting 
to 558,471 The population of Buinia is a little ovei 13 
millions and mean density per stpiaie mile 57. The 
population IS not distiibuted evenl> ovi'i the whole pio- 
vince. Rangoon and Mandalay lepiosont two large 
patches and Moulmem and Akyab two small patches of 
heavy density These foiii dense patches cover one-third 
of the area of the province and contain two-thirds of the 
population. 

Burma is chvided into four mam natural divisions, of 
which the first, Burman, is further sub-divided into Delta, 
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Coast, Centre and North The Delta includes most of the 
immigrants into the province, including Indians and 
Chinese It seems to be fully occupied, foi the percent¬ 
age of the cultivable area which was under cultivation in 
1921 was estimated to be over 90.* The Burmese are 
mostly concentrated m the Centre, though economically 
the Centre is of less impoitance than the Delta 

The population of Burma increased by 9 per cent, in 
tl e decade 1911-21 

The percentage of cultivated aiea in 1921 was estimat¬ 
ed to be Burma 39, Coast 21, Centre 41 and North 33 
These figures and the fact that the net gain of Burma by 
migration was greater in 1921 tlian in 1911 show that 
Burma is capable of absorbing an increase in the native 
population, as well as immigrants 

Migration of labour between province and province 
is unrestricted by Government with the exception that 
certain provinces can regulate or prohibit the migration 
of labourers to the tea-gardens in Assam The Agricul¬ 
tural Commission recommended the abolition of all re- 
stiictions on the movement of laboiu throughout India 
The Commission found that migiation within India was 
not taking place to the extent which might have been 
expected, in spite of the fact that pressure on the soil was 
“extreme” in North Bihar, in the deltaic areas of Bengal 
and Madras, and in certain parts of the United Provinces. 
The factors which limit the internal movement of labour 
;are three {a) attachment to land, however, small be the 
holding of the cultivator, ih) indebtedness, which makes 
, it difficult for the cultivator to leave the village per- 
:^manently, and (c) “ the important factor of ill-health.” 

We have, however, seen that there is room for expan¬ 
sion on a considerable scale only in Assam and Burma. 


Cenmis Report for Burma, 1921, p 21 
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Even taking the most optimistic view of the situation, it 
may be doubted whether it would be possible to dump in 
these two provinces the whole of the surplus agricultural 
labour of the bolt stietching from the Madras Presidency 
east and north through Bengal, Bchar and the United 
Province'' 

Apart from migration within the country to the less, 
congested parts, the prc'jsure of population on the land' 
may be relieved by (a) emigration abroad, and {h) the de-*' 
velopmeiit of manufacturing industries ' 

The number of Indians lesident outside India, but 
within the British Empire, is estimated to be 2,282,000, 
and of those living in foreign countries outside the British 


Empire, about 100,000 Iinlian emigrants to places 
within the Empire are distributed appioximately as fol¬ 
lows — 

Ceylou 820,000 

British Malaja 660,000 

Mauritius 274,000 

Union of 8 \frica 161,000 

Tnnidad 126,000 

British Ciuiaiia 125,000 

Fiji Islands 61,000 

East \frica 56,000 


Under the provisions of the Emigration Act of 1922, 
emigration abroad of unskilled labour is allowed only to 
Ceylon and British Malaya The emigration of skilled 
labour is also controlled, but the amount of such emigra¬ 
tion is negligible 

India’s losses by emigration aie very small In 
1922-26 the (net) emigrants to Ceylon numbered 280,609 
and those to British Malaya 200,406, or a total of less 
than half-a-million. The emigrants came chiefly from the 
Madras Presidency 

Accrding to the Agricultural Commission, the pre¬ 
sent annual amount of emigration to Ceylon and British 
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Malaya “ satisfies the economic demand and cannot be 
adequately increased.” Ceylon indeed is “slowly reaching 
the saturation point m absoibing Indian labour on the 
estates ” These two Colonies will provide annually an 
outlet for not more than 140,000 persons 

It IS hoped that British Guiana will absorb a con¬ 
siderable number ot Indian emigrants The present 
population of the Colony is 301,(XK), of whom about 
125,000 are Indians It is estimated that the Colony can 
support a population of about 3 millions Advantages of 
settling Indians m this Colony, on conditions which are 
satisfactory from the point of view of the planters as well 
as the emigiants, cannot be disregarded, but on the whole, 
emigration out side India, on aceount of its small volume, 
ofiers little hope of lelieving the pressiiic of population 
on the land 

, How far can the development ot rural industries 
I improve the economic position of the agriculturist The 
^subject was investigated by the Agricultural Commission, 
land their conclusion, while perfectly sound, was a mclaii- 
Icholy one 

There are two classes of ruial indii''(ries (a) indust¬ 
ries of the factory typo located in lural aieas, such 
as rice-hulling and oil-crushing factories, sugar refineiies 
and cotton ginning, factories and (6) village and domestic 
industries, such as hand-weaving, hand-liulliiig of rice, gum¬ 
making, the extraction of oil in the village oil-press, silk 
filatures and village handicrafts generally 

The factory industries draw their labour from the 
rural areas in which they aie located Their development 
would provide employment to the agriculturist in his 
spare time—this is the most that can be said about them. 
They provide no solution of the problem of growing pres¬ 
sure of population on the land. We have also to re¬ 
member that m the country as a whole rural factory 
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industries are of little importance. They offer employment 
to only about 250,000 hands, or 0 3 per cent, of the total 
numbers employed in agriculture. 

The factory industries which can be advantageously 
developed are the niariutactui<5 of agricultural implements 
and of oil-cake, and the oil and bone-crushing industries 
The manufacture of paper from bamboo pulp may be 
expected to provide some employment to the iiiral popula¬ 
tion living on the outskirts of loiests 

Among Village industries, the most important, of 
course, is hand-loom weaving The weaver is still bravely 
facing the competition of machine pioducts, but as imports 
and the pioduction of Indian cloth-mills increase, his 
economic position cannot be expected to improve How¬ 
ever, hand-weaving is, and will for a long time remain, the 
principal village industry It should be possible to en¬ 
courage the pottery industry, and buck and rope making 
Fibre for rope-making is grown almost everywhere m 
India, and it lope-makiiig machineiy of a simple type 
could be iiitroducod, the agriculturist would be provided 
with an additional spaie-time occupation. Kope-raakmg 
by hand foi domestic purposes is earned on almost in 
every village. 

The silk industry is threatenoil by a new danger It is 
stated that the demand toi silk gooils within the country 
in not declining Hut in the past tew yeais the imports 
of artificial silk have increased eiioimously 


Importa of artificial •alk 



1021-22 

1927-28 

Yarn, 1000 lbs 

70 

7,509 

Value Lakh Rs 

4 54 

149 2 

Piece goods of cotton and artificial silk 1000 \dh 

5G0 

53,140 

Value Lakh Rs 

7 56 

366*42 
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Between 1921-22 and 1927-28 the quantity of imports 
of artificial silk increased about 100 times. The principal 
imports are from the United Kingdom and Italy 

Among other village industries, poultry farming can 
be developed near laige towns There are possibilities in 
drying or preserving eggs for export and manufactur¬ 
ing dried albumen The cultivation of flowers has also 
been suggested. The Dutch farmer knows the value of 
flower-cultivation. In India, however, the demand for 
flowers IS more limited and it would be diflicult to find 
instances of successful flowor-groweis in the country 
whose only source of income is flower-growing 

The Agricultural Commission recommended the adop¬ 
tion of special measures to encourage lac-ciiltivation 
India has a monopoly of lac and it is an important in¬ 
dustry 111 Behar and Orissa The exports of lac in 1927- 
28 were valued at about Rs 7 crores 

While the development ot rural industries must 
benefit the rural population by enabling the agriculturist to 
add a little to his income by working in his spare time, 
“ the contribution,” in the words of the Agricultural 
Commission, “ which rural industnes can make, in reduc¬ 
ing the heavy pressure on the land is infinitesimal, and in 
the natuio of things they cannot, as a rule, hope for ever 
to suivive the increasing competition of organised in¬ 
dustry ”* The Commission sum up their survey of rural 
industries with the conclusion that “ the possibilities of 
improving the condition of the rural population by the 
establishment of rural industries are extremely limited 

The only hope of reducing the heavy pressure on 
land lies in the rapid development of non-agricultural in¬ 
dustries 


Report, p. 675. 



CHAPTER XX 
Improvement of Aoricultdbe 
The problem ot increasing agricultural production is 
of increasing importance in India Means must be found 
of increasing the yield of land, if for no other reason, 
because a growing population wants more tood 

Under existing conditions, India is self-sufficient in 
the matter of food, but our surplus of food, which was 
estimated at about 9^ million tons by the Famine Com¬ 
mission ot 1898, IS piobablyof smaller amount at present 
in a normal year, while in a year of scarcity it is sometimes 
necessary to inijiort food In 1921-22, for example, 
439,986 tons of wheat were imported, of which 400,000 
tons came from Australia 

It IS impossible to estimate exactly the amount of the 
surplus of tood over and above the requirements of the 
population But, making no allowance for export, a sur¬ 
plus ot 6—7 million tons might be exhausted by the nor¬ 
mal growth of population in two or three decades The 
possibility, therefore, of a coinpaiative shortage of food \ 
supply m the coming yeais cannot be overlooked, and this > 
IS why the [iroblcm of increasing the yield of land is of , 
such importance iii this country The problem is not one 
of tiansforming India “into one of the great bread-baskets 
of the world,” but of growing food enough to meet our 
own requiiements. 

There was a considerable expansion of the area 
under food-grams in the period 1896-96 to 1916-16. But 
both the area and the yield since 1916 have been practi¬ 
cally stationary The area under the principal food-crops 
and the yield in recent years are shown by the appended 
statement:— 
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Area under the Principal Food-crops in million acres. 
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* Statistics of area and > leld not complete for all years included in the average 
(Source Area and Yield of Principaf Crops in India). 
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In a good year 31-32 million fcoiw of nee and about 9-10 
million ton^ of wheat are produced, and smaller quantities 
of the coarser food grains While production fluctuates 
considerably from year to year, the yields at the present 
time are about the same as the average yields m 1915-16 
to 1919-20 

The prospects of any substantial increase m the area 
under the food-crops iii the near future seem to be very 
limited The development of irrigation in the Punjab in 
the coming years must be slow, not only because the most 
important sources have been already tapped, but because 
of the new danger to which the rapul extension of canal 
irrigation has given rise—water-logging In some parts 
of the country, as the United Piovinces, possibilities of 
adding materially to the cultivated area through the 
development of canal irrigation seem to have been 
exhausted 

The hope of increasing production therefore mainly 
lies in increasing the productivity of land 

The problem is complicated by the fact that Indi^ 
exports both crops and manure The question whether the 
soil of India is becoming exhausted has been discussed 
both by Dr Voelcker, who wiote the first report on 
Indian agriculture, and by the recent Agricultural Com¬ 
mission The view ol the Commission is that “ natural 
gains balance the plant food materials lemoved by crops 
and other losses,” and that a balance having been estab¬ 
lished, “ no further deterioration is likely to take place 
under existing conditions of cultivation * 

The Commission, perhaps, minimise the loss to Indian 
agriculture caused by the heavy export, of oil-seeds, cotton, 
gram and bones. Decrease in the fertility of land, unless 
it is very marked, is not noticeable in a short period 


AgK Report, p 76. 
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But it can be easily understood that large exports of 
agricultural produce year by year must tend to bring 
about a gradual exhaustion of the soil The old saying 
that a country which exports large quantities of agricul¬ 
tural produce may be said to export the land itself con¬ 
tains an important element of truth 

Even if the soil of India suffers no material loss on 
account of the export of agricultural produce, it is certain¬ 
ly not eniiched by it Even if, under existing conditions 
of cultivation, a balance has been established, the balance 
must turn in favour of the land, tending to increase its 
productiveness, if means could be found of using the 
bones, which aie now exported, for the benefit of Indian 
agriculture, and of developing the oil-crushmg and other 
industries, so that more of our law material could be con¬ 
sumed in India 

Dr. Voelcker was convinced that uniler existing con¬ 
ditions the soil of India must become gradually poorer 

“It must be accepted as an axiom m agriculture,” he says, “ that 
what IS taken off the land in crops must in some w.xy bo put back into the 
soil, or else the soil will suffer exhaustion It is an equally accepted fact 
that the production of heavier crops moans that more manure must be applied 
to the land A country which exports both crops and manure must be dec¬ 
lining in fertility Now what is the state of things as regards India ? On 
tliS 6fie hand theie is a large export of oil-seeds, cotton and other products, 
besides an increasing one of wheat, all of which remove a considerable 
amount of the soil-constituents. What is returned in their place ’ Only the 
straw or the stalks and leaves , and it is not oven correct to sa> that those are 
returned, for, after all, it is only a portion, and frequently a very small por¬ 
tion, that does find its way back to the soil Part is necessarily used up in 
the bodies of the cattle, part is wasted by imperfect conserving and storing of 
manure, part must unavoidably be lost, however great the care that may be 
taken , thus it comes about that it is only a fraction that contributes finally 
to making up the loss the soil has sustained 

“ Were, on the contrary, all gram to be consumed by the people, and 
all mghtsoil to be used in agriculture , were all refuse of oil-seeds (after 
pressing out the oil) to be utilised for manure, Were all straw to be consumed 
by cattle, and the droppings, solid and liquid together, to be carefully pre¬ 
served , lastly, were all stocks and leaves to be buried again m the land , then 
the balance might be more nearly preserved. But as things are, the exports 
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of oil-seods, gram, &o , (that of bones I will discuss later) simply means so 
much of the soil constituents earned off, for which no adequate recompense is 
made 

The conbcquonce must be that the soil becomes gradually poiKrer, 
though the effect ma> not a“ yet bo visible to the eye , for even if the soil be 
still producing the same crops, the(by which I mean the 
reserve of constituents for the production of future crops) must be suffering 
loss, and the capabilities of the soil must bo less than under a system of equal 
giving and taking.” * 

It may be noted that in 1890-91, the total quantity 
of manure exported was 62,698 tons, and in 1928-29 
117,967 tons—an increase of 88 per cent Again in 
1890-91, the total quantity of oil-seeds exported was 
739,950 tons, and in 1928-29, 1,328,410 tons—an increase 
of about 80 per cent 

While the Agricultural Commission have recorded 
their opinion that a balance has been established between 
natural gains and the plant food materials removed by 
crops and other losses, they have pioduced no evidence 
in support of their conclusion Records of yield in 
different parts of the country extending over a period of 
50 or 75 years do not exist, and m their absence it is as 
easy to say that a balance has been established as that it 
has not 

Dr Voelcker did not accept the view, which has 
found favour with the Agricultural Commission, that when 
land is cropped year by year, and when the crop is re¬ 
moved and no manure is added, a stabilised condition is 
reached. What happens is that after a certain level 
has been reached, deterioration goes on very slowly, but, 
“ it does go on ” Dr Voelcker quoted the results attained 
at Rothamsted in the case of a wheat crop continuously 
unmanured for 40 years, which are reproduced below 


Report on the Improvement qf Indmn Agrtetdture, pp 39-40 
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Average produce 
of corn 

per acre in bushels 

8 years, 1841-51 (previous to commencement of 
experiment) 

17 

20 years, 1852—71 (experimental period) 

13 9 

20 jeart), 1872—91 ,, 

11 1 


“ That positive evidence of exhaustion in the soils of 
India,” Dr Voelcker concludes, “ is not yet forthcoming 
IS no proof, therefore, that the piocess is not slowly 
going on ”* 

The Agiiciiltuial Commission (ixamined the case tor 
restricting the export of oil-seeds, and reached the con¬ 
clusion that Indian agiiculture was not likely to leap 
greater advantages from the supply of combined nitrogen 
available in our largo crop of oil-seeds by restricting 
their export “ The only methods by which these advant¬ 
ages can be secured are by the natural development of 
the oil-crushmg industry coupled with great changes in cattle 
management and in the use of fuel ”t This is an argu¬ 
ment for doing just nothing at all. The oil-ciushing in¬ 
dustry has been developing naturally during the past 60 
years, and it will continue to develop naturally tor 
another 50 years—without developing at all 

Cattle manure is practically the only manure used 
in India The Indian cultivator is not ignorant of its 
value, and less of it would be burnt as fuel if wood could 
be made cheap t 

* Voelcker's Report, p 37 
t Ag! Repoit, 89 

t “ As the result of my enquiries, I feel I may safely assert that 
where the practice of burning dung as fuel prevails among the genuine 
cultivators, it arises in eight cases out of ten, from the scarcity of fire¬ 
wood The other causes are, a deficiency of water , the land (as in the 
Central Provinces and silt-renowed tracts of the Punjab) not requiring 
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Propaganda against the burning of cattle manure 
will never achieve any great success unless some satis¬ 
factory solution of the fuel problem can be suggested 

Dr. Voelcker regarded the problem of manure as not 
less important than that of water Water and manure are 
the cultivator’s two great necils, “ and in their supply,” he 
said, “consists very largely the Im[)rovement of Indian Agri¬ 
culture ” He advocated the establishment of “ Fuel and 
Fodder Reserves ” for the purpose of supplying wood to 
take the place of cattle-dung as fuel The Government 
have made praiseworthy efforts to impiove the water- 
supply, and they supply canal water to the cultivator 
Why not fuel as well ? “ The present system,” by which 

Dr Voelcker meant the system under which there is an 
increasing tendency to expoit both crops and manure, 
“ IS one of gradual soil exhaustion, which must end in a 
decline, slow it may be, but still a decline of fertility and 
of productive power ”* 

Another formidable obstacle to the improvement of 
agriculture is the existing system of the ownership of land 
and the sub-division and fragmentation of holdings 
which are its inevitable results A special enquiry into 
over ‘iCKX) villages scattered thioughout the Punjab re¬ 
vealed that 17 9 per cent of the owners’ holdings were 
under 1 acre , a further 25.6 per cent weie between one 
and three acres , 14 9 jier cent between three and five 
acres; and a further 18 per cent between five and ten 
acres—in other words, about 43^ per cent of the holdings 
were of less than 3 acres, and over 68 per cent of less 
than 6 acres. 

Figures of subdivision of cultivation, to which re¬ 
ference has been made m a preceding Chapter, may again 

manure , and, lastly, bad cultivation, whioh generally means by castes 
agriculturally inferior” (Voe/cLet't Heport, p 103 ) 

* Voelckei's Report, p 132, 
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be quoted here. In the Punjab 22 6 per cent of the 
cultivators cultivate one acre or less, a further 16.4 per 
cent cultivate between one and two-and-a-half acres; 
17 9 per cent between two-aiid-a-half and five acres and 
20.6 per cent between five and ten acres. We have also 
seen that conditions in the Punjab are not exceptional; 
excepting Burma, conditions in other paits of India are 
the same or still worse 

The Hindu and Muhammadan laws of inhei itance not 
only lead to a constant diminution in the size of the 
holding, but to increasing fragmentation of holdings The 
claims of equity are satisfied by the division of each field 
amongst heirs, but at a terrible cost to the agriculture of 
the country In extreme cases fragmentation has produced 
ludicrous results , but even cases in which fi agmenlation 
has not been carried to excess, it causes great waste of time 
and energy, and makes the improvement of agriculture an 
impossible task* 

Fragmentation of owner’s land would, by itself, 
produce fragmentation of cultivation, the evil is in¬ 
creased by the efforts of small owner-cultivators to secure 
more land for cultivation wherevei they can get it. 
Similarly, the same tenant often cultivates small fragments 
of land m different parts of the village, owned by several 
permanent right-holders. In Pimpla Soudagar Hr Mann 
found that 62 per cent of the cultivators’ plots were 
below one acre, and in Jategaon the percentage was 31 
In Bairampur Mr Bhalla found that 34 6 per cent of the 

* In extreme cases, the result is ludicrous in Ratnagiri, for instance, 
the size of individual plots is sometimes as small as l/60th of an acre, or 
301 squares yards , m the Punjab fields have been found over a mile long 
but a few yards wide, while areas have been biought to notice where 
fragmentation has been earned so far as effectively to prevent all attempts 
at cultivation ” Agl. Report, 134 
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cultivators had over 26 fragments each. Other village 
enquiries have yielded evidence to the same effect ”* 

The consolidation of holdings is a remedy against 
fragmentation and it has been tried with success in the 
Punjab The process of consolidation, however, when it 
depends on voluntary agreement, is a slow and diffi¬ 
cult one 

There is no remedy against the sub-division of hold¬ 
ings which does not involve interference with the laws of 
inheritance In the Punjab Canal Colonies attempt has I 
been made to check sub-division by restricting the right | 
to alienate land and, in the ease of certain grants, by 
limiting succession to a single heir But in such cases * 
the owners are rich enough to provide for the younger 
branches In the ease of the ordinary right-holder, if 
succession were limited to the eldest son, the younger 
brothers would simply starve 

Here then we are controntetl with a problem which is 
insoluble unless drastic remc«lies are applied Further, 
the position, bad as it is at present, must become pro¬ 
gressively worse in tlie com so ot time 

The Agricultural Commission devoted much attention 
to the methods of improving Indian agriculture. Their 
principal lecommeudation, to which effect has been given, 
was the establishment of an Imperial Council of Agricul¬ 
tural Research with an initial grant of Rs 60 lakhs from 
Central levenues, to which additions should be made from 
time to time The Council of Agricultural Research has 
been established In the Budget of the Central Govern¬ 
ment for 1929-30, a provision of 16 4 lakhs was made 
for agricultural research, of which only 1 4 lakhs repre¬ 
sented normal recurrent expenditure and 15 lakhs repre¬ 
sent the initial grant to a total Endowment Fund of 25 
lakhs. The remaining 10 lakhs will be provided in 1930-31. 


Report, 136. 
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This initial Endowment Fund will be supplemented 
with an additional voted endowment of 6 lakhs each 
year The work ol the Imperial Council of Agricultural 
Kesearcli will be to promote and co-ordinate research 
throughout India and to link it with research in ’other 
parts of the world. 

Agricultural research, valuable as it is, unaided will 
not reform Indian agriculture. Tlie sub-division of land 
would not be checked, the waste of human and bullock, 
labour would not be reduced, and the methods of cultivation, 
broadly, would not change unless Indian agricultuie is 
fundamentally re-oiganisod and modernised Agricultural 
research alone will not solve all agricultural problems 

The essence of agricultural reform, in my judgment, 
consists in thiee things (1) diversion of surplus agricul¬ 
tural labour to manufacturing industries by the adoption 
of an intensive policy of industrialisation , >2) nationalis¬ 

ation of agricultural land and (3) active participation 
of the State in agi iculturo. 

(1) The first steps towards the establishment of a 
I Department of Agriculture in India were taken at the 
suggestion of the Manchester Cotton Supply Associ¬ 
ation. The proposal for the establishment of a Depart¬ 
ment of Agriculture was first made by the Commission 
appointed after the famine in Bengal and Orissa in 1866 
But nothing came of the proposal The pioposal, how¬ 
ever, “ was revived in 1869 at the instance of the 
cotton trade which has frequently exercised considerable 
influence in shaping the agricultural policy of the G-o- 
vernment of India”* The Manchester Cotton Supply 
Association urged that measures should be undertaken 
to improve cotton, and this finally led to the creation 
of the Department of Revenue, Agriculture and Com¬ 
merce in 1871 


Aff/ Report, p 15 
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Long before the Maiicheater Cotton Supply Associ¬ 
ation made their proposal, Milburu had drawn the atten¬ 
tion of the authorities in England to the possibilities 
of India as a source of raw material for the British 
cotton industry Wilting in 181‘J, he pointed out that 
cotton of very superior qualities could be produced in 
India, 111 quantity amply adequate to the consumption of 
Great Britain, and that it was “ obviously to the interest 
of this country to encourage the importation of this raw 
material, rather than the manufactures of India’ “ 

Immediately before the creation of the new Depart¬ 
ment in India we find Mr J C Ollereiishaw thus referring 
to the activities of the Association 

'Public attention 'h.is of Iito been \eiv >.ttemiously diuetcd to 
Indi.i as a cotton plantation The persistent and pralSG^^o^th^ exertions 
of tho Cotton Supply Association ha%e foKcd this mow alike on public 
interest and Government care There i->, however, another relation 
which our Indian Empire bears to oui cotton industry which has been 
bomeyvhat oyoilookod—has indeed been excluded from due censideratiou 
India IS not only a cotton plantation it la albO a great cloth market. 
It'IS not enough that tho Hindoo should send us large quantities of 
cheap cotton Ho should also buy from us largo quantities of cloth at 
a fair profit to us foi making it ”t 

It was 111 puisudiioe ol this policy that tiee trade 
was forced on tho countiy in 1878-82 .Just when the 
Pamiiio Commission of 188() wioto that the complete 
remedy for the widospioad distress and suffeiiiig caused 
by famines was to be touml “only lu the development 
of industries othei than agnculture and independent of 
the fluctuations of the seasons” I \v«' adopted a tariff 

* Orientnl Comment, Vol I p 279 

t Traniactions of the Manchtitei Staftsficnl iSoctefy. 1869-70, p 109 
f Report of the Famine Cominii-noii oj t'iSO, Part I, sec 103 In 
Part II, sec 1 the Commission again lefei to tho subject “ We have 
elsewhere expressed our opinion that at the root of much of the poverty 
of the people of India, and of the risks to which they are exposed in 
seasons of soaroity, lies the unfortunate oircumstance that agrioulture 
forms almost tho solo occupation of the mass of the population, and that no 
remedy for present evils can be oomplete which does not include the 
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policy whobc only result could be the destruction of 
manufacturing industries and increase m the proportion 
of the total population dependent upon agriculure 

A large part of the extravagant emphasis that is 
laid on the development of our country’s agricultural 
resources is explained by the post-war ideas of strengthen¬ 
ing the economic position of the British Empire 

The position of the industrial countries of Europe 
gtiicicilly m regard to the supply of raw materials for 
their industries is very different to-day from what it was 
ago * The export of agricultural products from 
some of the leading agiicultuial countries is declining 
The United States has alieady ceased to export her more 
important raw materials—she wants them for her own 
industries It follows that other countries must be 
encouraged to provide these raw materials 

We have adopted a policy of lop-sided development 
in the name of improvement of agricultuie. One example 
will suffice The Indian Cotton Committee was appointed 
in 1917-18, and as the result of its report the Indian Central 
Cotton Committee was constituted in 1921 The Institute 
of Plant Industry, Indore, was established in 1924 The 
chief object of the Central Cotton Committee as well as of 
the Indore Institute is to promote agricultural and techno¬ 
logical research on cotton No one says that research on 
cotton IS useless, but unless we are to grow improved quali¬ 
ties of cotton in order to expoit them to foreign countries, 
at the same time that we are improving our cotton we 
must take active steps to develop the cotton mill industry. 

introduction of a diversity of occupations, through which the surplus 
population may be drawn fiora agiiculuial puisuits, and led to find the 
means of subsistence in manufactures or some such employments ” 

* Prof. W, Sombart’s address to the Verein fuer SozitUpohhl printed in 
VerhancUungen des Verein fuer Soztnlpolittk in Zuench, 1928 Wandlungen 
des Kajntahemm etc Stenographic report of the proceedings Duncker and 
Humblot, Muenchen and Leipzig, 1929. 
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The principle may be laid down that the development of 
agriculture must proceed in relation to that of manufactur¬ 
ing industries, for the aim of Indian agriculture must be to 
provide a basis on which the industrial system of India, 
and India alone, might be built up The attempt to build 
up two industrial systems on the agriculture of one country 
must mean the niralisation of that country 

At the present moment there is greater need than ever 
before of the initiation of a policy of rapid industriali¬ 
sation, for thus alone can the growing pressure of 
population on the soil be reduced A change in the 
industrial policy of the country will have a profound 
influence on agriculture and the agriculturist the state¬ 
ment that agricultural reform is impossible without 
industrial progres may appear paradoxical, but is true 
under existing conditions 

(2) The proposal to nationalise agricultural land 
may be coiisideied from various points of view, but the 
most solid argument in its favour is that Indian agri¬ 
culture in no part of the country is so prosperous that 
it can support a class of parasites 

Under Akbar, as we have seen, the produce of the 
land was shared between two parties only—the tiller of 
the soil and the State The landlord is the product of 
British rule, and the question may be asked whether the 
growth of this exotic product has benefited agriculture. 

The landlord claims a share of the produce of the ' 
land 3 ust because of the fact of ownership of what waSj' 
onginally a free gift of nature * 

The hatai cultivator, for example, bears all the 
expenses of cultivation, shanng only the water rate and 
the land revenue with the landlord In the case of the 
18 tenants of the Lyallpur district studied by Mr Stewart, 
as we have seen, while the tenant, on an average, earned 
Rs. 19 per acre, which was the reward of his toil, the 



374 


landlord reaped Rs 30 for doing nothing at all. 

Even in the Punjab, the land of peasant proprietors, 
the distiibution of land among owners is very unequal. 
The greater proportion of the cultivated land of the 
Punjab is owned by a very siiiall proportion of owners. 
The estimated total number of owners in the Punjab is 
3,500,000, and the amount ot the cultivated area 
29,000,000 acres. The details regarding owneiship are as 
follows — 


Number of owneib 

T’oi cent 
of total 
numbci of 
o\\ nci s 

Land owned, 
acios 

Per cent of total 
cultivated aioa 

(a) 625,400 

17 9 

313 000 

(about) 1 

(b) 1,428,000 , 

40 1 

3 200,000 

11 

(c) 919,000 

26 2 

1 7,753 000 

26 6 

(rf) 313,000 

11 8 

10,300,000 

35 6 

(e) 121,000 

3 7 

7,452,000 

25 7 


It IS found that 68 3 per cent of the owners possess 
not more than 12 per cent of the land while 15 6 per cent 
of the owners possess 613 per cent of the land Taking 
all owners together, 84.5 per cent possess 38 6 pei cent ol 
the land.* 

The owners of class («) possess less than 1 acre ot 
land, (&) from 1 to less than 5 acres, (c) from 5 to less 
than 16 acres, (d) from 15 to less than 50 acres and le) 
fifty and more acres 

It is obvious that the great majority ot the owners 
of classes (d) and (e) do not cultivate their lands but 
simply live on rent Mr Calvert noted that “almost 
every person paying Rs. 25 and upwards described himselt 
as living on rents ”t 

The average land revenue per acre of cultivation is 

* The Size and Distribution of Agricultural Holdingijn the Punjab, 
by H Calvert ^ p 4, 

^Fbid, p 3. 
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about Bs. 1-9-B, so that an owner paying Rs. 26 or more 
as land revenue possesses about 15 acres of cultivated land 
or more 

The Punjab Alienation of liand Act of 1901 prevents 
non-agricultural castes from bu^nng land from a member 
of an agricultural tribe, or taking it on mortgage for more 
than 20 years The Act was dii<*cted against the Hindu 
money-lender. It was not considered desirable that non- 
agriculturists should acquire possession of agncultural 
land 

Now the landloid living on lent is no more an agri¬ 
culturist than the village money-lender 

The money-lender exploits the cultivator, still he is 
useful to agiiculture, it is ceitain that if the 
race of village mone^^-lenders suddenly became extinct, 
Indian agncultuie, in the Jpresent stage of develop¬ 
ment of co-operative credit, wpjidd__jyiifei grievously 
from lack of capital But what are the services rendered 
by the landlord ? Land existed before the landloid ap¬ 
peared, and it will (ontinue to exist after he has dis¬ 
appeared His disappeaiance, on the other hand, will 
enable the cultivatoi to enjoy the whole fiuits of his 
labour, sharing his produce only with the State 

Wo have adopted in the Punjab a definition of 
“ agriculturist” which can only be characterised as absurd. 

The agriculturist is a peison who tills the soil, not 
one who is boin in a paiticular caste oi lollows a parti¬ 
cular leligion The agncultural policy of the countiy 
must be shaped solely m the interests ot the peasant, not 
pseudo-agriculturists The peasant forms the backbone of 
our entire community, and yet he is regarded as of so little 
importance that he is practically unrepresented in our 
legislatures On the 26-rupee revenue basis the qualified 
rural voters are owners who possess at least 16 acres of 
land. Mr. Calvert estimates that they are less than 8 per 



376 


cent of the total number of owners ;♦ and they must be 
largely those who live on rent 

The legislators elected by such voters do not repre¬ 
sent the interests of peasants, but of those who live on 
the fruits of the peasants’ toil Such is the “ Rural Party” 
in local Legislatures 

(3) Nationalisation means getting rid of a useless 
class of intermediaries and substituting for it an 
’ active partner in agriculture. Apart from increasing the 
income of the non-owner cultivator immediately and sub¬ 
stantially, the nationalisation of agricultural land offers 
other material advantages to Indian Agriculture 

(rt) Nationalisation will not reduce the numbers de¬ 
pendent upon agiiculture , for that we must 
depend upon the progress of industries But 
it will greatly facihtate the process of consoli¬ 
dation of holdings, and make it possible for 
farms of convenient size to be cultivated jointly 
and more economically 

(ft) Nationalisation oflfers the only hope of modern¬ 
isation of Indian agriculture 
The improvement of agriculture under existing con¬ 
ditions IS difficult. The small-holder does not possess the 
means of intensifying his agriculture, and he will never 
be able to substitute the more economical machine for 
the more expensive bullock labour It will perhaps be 
said that human labour is cheap in India This is so on 
) account of the excessive numbers that agiiculture has to 
support. But IS it really economical to have ten men to 
work on the land when two or three, aided by a machine, 

< will be sufficient^ 

/ There is enormous waste of human labour and cattle- 
/ power under the existing sy.stem In the study of batat 
tenants referred to above Mr. Stewart has shown that the 

* Size and Dist of Agl Holdings m the Punjab, p 5, 
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average for all the teuaiita la 170 working days in the 
year. As for bullocks, they have to be fed for the whole 
year while m the case of these tenants they worked for 
only three months Mr Calvert finds that the number of 
bullocks per KX) cultivated acres is large in districts with 
a high proportion of owners owning less than 10 acres. 
In Lyallpur there are 14’2 bullocks per 100 cultivated 
acres, but in Arnbala 19 7 , Hoshiarpur 25 7 , Jullundur 
25 9 , Kangra 37 7 and Simla 03*3 The larger the num¬ 
ber ol owners, the larger must also be the number of 
bullocks, although a smaller number would be sufficient 
for purposes of cultivation > 

, Is bullock labour, as it is used at present, cheaper than 
power machinery ? 

It will perhaps bo said that co-operative consolidation 
of holdings societies provide a loinedy against the frag¬ 
mentation of holdings, and that the present individualistic 
farming may bo replaced by co-operative farming with 
machinery and implements owned by the cultivators in 
common Co-operation, however, does not solve the pro¬ 
blem of the landlord The landlord will remain and con¬ 
tinue to exploit the peasant until he is expropriated In 
the second place, nationalisation, as applied to agriculture, 
may be regarded as a further development of the co- 
opeiative principle Co-operation was created in India 
by Government, and tJie movement is wholly controll¬ 
ed by Government This may be right or wrong, but 
such IS the essence of Indian co-operation The move¬ 
ment will be further developed under nationalisation, and 
it wdl be tlirough co-operative better-farming and other 
societies that agricultural reform will be effected It .is 
obvious that the State’s programme in regard to con¬ 
solidation of holdings and joint-cultivation of faring by 
,t^aQpia)ted groups of peasant? could bo, ^ore easily earned 
out when obstacles to progress did not exist in the shape 
t)f pnvate rights of property in land. 
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The substitution of an active partner in agriculture 
for the landlord will be of immense benefit to agriculture. 
It should not be forgotten that at present Government (1) 
supplies water to the cultivator, (2) brings to the culti¬ 
vator knowledge of improved varieties of crops and im¬ 
proved implements; (3) takes some share in the distribu¬ 
tion of pure seed , and (4) guides and controls the co¬ 
operative movement whose object is to finance the culti¬ 
vator. There is no difficulty in imagining a further 
extension of Government activities until they include 

(1) the provision of cheap fuel to take the place of cattle- 
dung, which would be set free for us as manure , and 

(2) the provision of such machines as can be advantage¬ 
ously introduced. 

The nationalisation of agricultural land may be 
brought about peacefully by an act of State, or it may 
be left to circumstances The destruction of old indust¬ 
ries and increase in the pressure of population on the 
soil, combined with the inevitable effects of the con¬ 
tinuous sub-division of land, have created a situation 
which IS unsatisfactory in the extreme, whether viewed 
from the standpoint of production or that of the culti¬ 
vator. It IS impossible to think that these conditions will 
continue for long without change. 

The nationalisation of agricultural land will be India’s 
first experiment in socialism There are many defects of 
socialism, but it is necessary to point out that the 
arguments generally urged against the application of 
socialistic doctrines to industry in the West have little 
force in the present case. Prof. Hearnshaw, for example, 
says :— 

We ask the sooialists 'what motive to produce they propose to sub¬ 
stitute for that private enterprise, that hope of profit, that desire for inde¬ 
pendence, that passion to provide for wife and children, that ambition to 
excel in the world, that aspiration after honourable place and creditable 
power, which have been the main inducements to economic activity up to the 
present, and the chief factor in industrial progress ? For under the social- 
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Ittlo regime all these indivldualistie and competitive motives will be damp* 
ed down as indecent, and disallowed '** 

It Will be ndioulous to speak of “ enterprise,” “ hope 
of profit,” “ desire for independence,” “ passion to provide 
for wife and children.” etc in the case of the non-owner 
cultivator of loss than 6 acres, who has to part with one- 
third to three-fifths of his produce as the price of the use 
of land. Under the existing system while, in theory, the 
greatest incentive to the production of wealth exists, in 
practice, owing to the conditions under which the agri¬ 
culturist works, the wealth that he produces is small. 
Owing to the illiteracy and ignorance of the peasant, the 
incentive to improvement must come from the State. So 
far from destroying hope, nationalisation is the only 
means of inspinng the peasant with hope , and, by in¬ 
creasing production, it is the only means of assunng a 
larger income to the agricultural community 


Survey <if Sociahm, pp. 367*58. 



CHAPTER XXI 


IrRKUTION and WATER-LOGOtNO 

Taking British India as a whole, the proportion of 
area irrigated from all sources to the total aiea sovvnf is 
about^JP per cent The area irrigated in 1920-21 was the 
la-gv'.l. yet recorded—50 6 million acres irrigated out of a 
total of 260 6 million acres sown (grossf), or 22 per cent 
In 1926-27 out of a total of about 256 million acies sown, 
about 47 8 million acies were irrigated, or 18 7 poi cent 
of the total 

The importance of iingation vanes in different parts 
of the country In Sind cultivation is almost entirely 
dependent on irrigation, the peicentage of irrigated to 
total sown area m Sind being about 74 This per¬ 
centage for the year 1926-27 was foi the Punjab 45 , 
North-West Frontier Province 38 5, United Provinces 
24 4 , Madras 24 1 and Behar and Orissa 17 6 Sind and 
the Provinces named are the parts of the country where 
irrigation is most important 

Of the 47 8 million acres irrigated in 1926-27 in the 
whole of British India, the areas iriigated by different 
sources were as follows — 


Irrigated hy 

Million ncren. 


iOro^") 

Government canals 

210 

Private ,, 

37 

Wells 

12 0 

Tanks 

5 6 

Other sources 

6 5 

Total 

47 8 

In 1926-27 the net 

area cropped in the whole of 


British India exceeded 220 million acres, of which 28i 

t Includes area sown or irrigated more than once 
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milhoti acres or 12'8 per cent, of the whole, were irrigate 
ed by Govermnont irrigation works The value of the 
crops rar‘«o(l on areas receiving State irrigation is estimate 
ed to bo about 14()J crores. 

The reader is supposed to be familiar with the 
principal II ngation works in India, and particularly in 
the Punjab The most wonderful of these is the Triple 
Caiials vSyatem, which irngatos the Lower Ban Dbab, 
lying between the Ravi and Sutlej rivers. It was com¬ 
pleted in 1017 and commands an area of 4 million acres. 

The nngation projects under eoiistruetion or con¬ 
sideration in the Punjab are (Ij the Sutle) Valh'v project, 
(2) the Thai project, (3) the Havoli project and (4) the 
Sutlej Bam [irojei t It is expected that the Sutlej Valley 
project will bo completed in 1033-34 and provnle peren¬ 
nial irrigation for 2 million acres, of which over 
million acres will be in the Bahawalpur and Bikaner States 
This ift the only laige project at present under construc¬ 
tion in the Piui)al) The progress of the Thai project was 
stopped on account of the tlispute which arose between 
the Governments of Bombay and the Punjab regarding 
the waters of the Indus, but the dispute has now been 
settled. The project will command an area of about . 
million acres in the Smd Sagar Doab m the districts of 
Mianwali and Muzaffargarh The Haveli project, it is 
expected, will provide perennial irrigation for about 
700,000 acres in the Jhaiig and Muzafifargarh districts. 

The Sutlej Bara project will be a storage work. It 
IS proposed to construct four storage reservoirs, which 
would provide enough water for rahi cultivation for 2 
million acres between the Sutlej and Jumna rivers 

Ill Smd the Sukkur Barrage, when completed, will 
irrigate over B mllKon acres 

The construction of the Sarda Canal will add 1*7 
million acres to the canal-irrigated area of the United 
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Provinces, which is at present 3 million acres. There is 
very little further scope for the development of canal 
irrigation in this Province. Irrigation in the Madras Pre¬ 
sidency IS by means of storage works. There are three 
projects under construction or consideration for the utilisa¬ 
tion of the waters of the Kauvery, Kistna and Tunga- 
bhadra rivers. 

Tube-wells as a means of irrigation have been recently 
tried in the United Provinces and the Punjab Irnj^ation 
from tube-wells has been found to be expensive. According 
to the Director of Agriculture in the United Provinces, it 
pays only when valuable crops like sugarcane, potatoes 
and tobacco are grown by intensive methods of cultivation. 

♦ 

♦ ♦ 

While there cannot be any dispute about the benefits- 
of canal irrigation, its rapid development in the Punjab 
has given rise to one of the most serious problems that the 
Province has ever been confronted with—water-logging. 

The consequences of water-logging are so terrible, 
whether viewed from the stand-point of the fertihty of 
land and agricultural production, or that of the general 
health of the population, that the subject is well worth 
our attention 

There is no agreement as to the precise definition of 
water-logging, but for our purposes we may define the 
term as the nse m the level of sub-soil water which 
renders land unfit for cultivation. 

The approach of the danger is marked by certain 
well-known stages. At first, for one or two years, harani 
crops are unusually successful and there is a spontaneous 
growth of a rich crop of mama. In the third year patches 
kaUar (salts) begin to appear on the aiOfected fields, and 
seed does not germinate on these patches. Yields begin 
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to diminish and the patches extend until they cover the 
whole field. Depressions in close proximity to the canal 
remain permanently damp and have water of a rusty 
colour. The spring level rises and comes close up to the 
surface of the land. Houses in the ahadt begin to crumble 
to dust and eventually collapse An abnoxious odour is 
emitted by ohadies, and drinking water tastes raw 

Water-logging is due to the rise in the spring level. 
When it has risen so much that it is only within a short 
distance of the ground surface, water is drawn up by 
(japillary attraction, as a piece of blotting paper, whose 
«dge IS dipped in water, sucks up water The affected 
^ land then is covered with Jcallar and finally it is turned 
into a swamp. 

As to the extent of the water-logged area we learn 
from the Punjab Irrigation Report for 1926-27 that the 
area actually thrown out of cultivation by'The rise of sub¬ 
soil water to the ground surface is about 125,000 acres. 
This 18 comparatively small—a little more than 1 per cent, 
of the total area irrigated by the Punjab canals, but in 
addition to this area there is a larger area in which 
cultivation has been stopped by the appearance of 
kaUar which, being present in the soil, has been driven 
to the surface by the rise of the water-table The 
Punjab Administration Report for the same year says 
that there is danger of expansion of water-logging to the 
extent of 700,000 acres more. Roughly, the area actually 
water-logged and which is seriously threatened by water¬ 
logging m the near future, is about 8 per cent of the area 
receiving state-irrigation in the Punjab This is by no 
means small. We have also to remember that the greater 
part of the water-logged area lies only in a small number 
of districts, and it must mean great hardship and suffer¬ 
ing for the affected villages. 
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The districts affected are Sheikhupura, Gujranwala, 
Karnal, Ambala, Amritsar, Lahore, Sialkot, Shahpur and 
Jhang (Chiniot tek^d) Water-logging is spreading m 
Lahore It is very bad in Sheikhupura and Gujranwala. 

We have seen that the rise in the spring level is the 
chief cause of watei-logging What is the sjiring level 
and how and why does it rise ? 

If a well IS sunk in any place, watei is found at a 
certain depth. It may be neaier the suifaeo in one place 
and at a greatei distance in anothei Suppose water is 
tound at a distance 20 feet fiom the ground suilace In 
technical language it will bo said that the spiing level oi 
the water-table is 20 feet below the smtaoe. Now if the 
water were pumped out, the well would bo found to be 
full again after a certain time 

More exactly, the spring level may be delincd as the 
level up to which the underground hoil is completely 
saturated with water. The teims spring level and w^ater- 
table are often used inteichangeably, but tlio “ spring 
level ” refers to a particular locality, ^ay a village, while 
the water-table refers to a wider aioa 

The sources of sub-soil water in a tract are mainly 
three — 

(1) Percolation from the riNei-s and hills bounding llu* 

tract 

(2) Rainfall 

(3) Percolation of canal water, whush may be sub¬ 
divided into percolation (a) from main canals and branches, 
(b) from distributaries, (c) from water-f ourses and (d) of 
water put on the land. 

Percolation of water from rivers can never cause 
water-logging. The level of water in a river is much 
below the ground surface and the spring level cannot rise 
above the nver level (canal irrigation is flow irrigaticAi, 
or by gravity, and the level of water in the canal must be 
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hir.her than the ground level). 

Secondly, water-logging is never caused by rainfall. 
In the first place, when light rain falls on thirsty soil, the 
soil, as it weio, drinks it up In such a caso no water 
percolates to the watei-table 

Suppose now there is a heav^ and continuous down¬ 
pour of several days A considerable part of it would be 
immediately earned awa}^ by surface diainage, a part 
would be lost by evapoiation and part by transpiiation 
through veget.ition The ieniain«lei, a very small pro¬ 
portion of the total raintall, will [lercolate to the water- 
table and taus(‘ it to rise but temporarily Aftei the 
inins aieover, in tin* dr) peiiod which follows, the water 
added to the sub-'^oil le-'Civoir will be earned away by 
the sub-soil flow, and the water-table will be reduced to 
Its pievious normal level. 

Of course when, ou aei ouut of the canals, the spring 
level has alit*<idy iisen in a tiact to within a short dis¬ 
tant' of the giound surface, lainfall may nine tin* spring 
level fill ther, and \v atei-logging may ap[>eai But its 
appeaiaine will he tempoiaiy, and it will disappear in the 
di} period following the rams 

The a<tion ot canals on tin- water-table is both 
diieet and indin-( t Indiiectlv, wln-n a canal has been so 
eonstiucted that it uiteiseets all the drainage lines of a 
tiact, like the old Westoni .Fuiiina Canal, by obstructing 
the suiface drainage it will cause rain oi flood water to bo 
h(‘ld up, and some of this watei must, passing through the 
sub-soil, be added to the watei-table This also applies to 
inigation channels and zamiinlars’ embankments which 
obstruct the natural drainage of a tract 

As for the direct action of canals, if nothing intervened 
between the bed of a canal and the spring level, water 
percolating from the canal would fall vertically until it 
reached the spring level But the whole space between the 
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spring level and the canal bed is filled with soil. The swpjl 
nearest the sides and the bed of the canal first gets moist, d 
and percolation goes on spieading on all sides until the 
spring level is leauhed. The spring level then begins to 
rise The watei added to the spring level wouhl tend to 
flow away, but when the inflow of water owing to 
percolation exceeds the sub-soil outflow, the spring level 
continues to rise until cquilibiium is restored by its 
rising above the ground level When this happens, the 
whole of the aiea ''Uiiounding a canal becomes water¬ 
logged 

It has been estimated that ol the watei taken in at 
the head works ol the Puu|ab canals, about one-third is 
lost 111 the mam canals and branches. Of the remaining 
water, that is water in the distiibiitaries and water 
courses, and that supplied to the fields for actual irriga 
tioii, also one-third peicolates to the soil to raise the 
spring level 

In certain tracts, such as the Upper Ban Boab, we 
are told that equilibrium has been reached as [regards the 
inflow and the sub-soil outflow of water and the spring- 
level there is not rising ‘In others,” says Mr Wilsdon, 

“ there are no signs that such an equilibrium will be 
attained before the water-table reaches the surface of the 
soil, whereby much valuable agiicultural land will 
become lost to cultivation’ Mr Wilsdon refers to the 
steady rise of the water-table in these tracts and says 
**We are thus faced with the immediate problem ol sav¬ 
ing valuable land and cities threatened within a few 
years, as well as the ominous tiend of the watei-table ”* 

It should be noted that any rise in the water-table is 
not disadvantageous In fact, among the indiicct bene¬ 
fits of irrigation, mentioned by the Irrigation Commission 
of 1901—03, was “ the eftect of irrigation and of large 

*Agl. Com Evideuce. Vol. VIII p 410 
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water storage works in increasing the humidity of the 
air, and in raising the level of the underground water 
supplyThe rise in the level of sub-soil water is 
advantageous as it makes well-siiiking and the working of 
wells easier. It is also good for the crops as it increases 
the moisture of the soil An expert witness stated before 
the Agneultiiial Commission that if the sub-.soil water can 
be kept at a oeitain depth below the giound level, 15, 18 or 
20 feet, that watei-table is a gold mine * The water-table 
ceases to be a gohl mine and becomes a curse only when it 
rises to within a shoit distaiifo fiom the ground surface, 
say 3 or 1 feet It then becomes a grave source of 
danger to public health as well as to cultivation In the 
interests ot health the water-table must not be allowed to 
use to a distance of 8 to 15 feet fiom tlio ground surface 
Water-logging is an old pioblem and it has a history 
The worst instance ot water-logging is perhaps that 
related in the District Gazetted of Kainal G8‘.)2) on the 
Western Jumna Canal about a liiindrcd \ears ago It 
produced such hoiiible lesnlts that one hopes that the 
lessons taught h}' this hi'-toiy will ncvei be forgotten 

The Western Jumna Canal is an old canal It was 
constnicted by Firoze Shah Tiighlak in the 14th century. 
Water was taken horn the light or w'cstein hank of the 
.lumiia and earned ovei a distance of about 150 miles to 
irrigate the King’s favouiite hunting giound at Hissar 
The canal silted up dm mg the leigns of Firoze Shah’s 
successors, but it was rej)aired during Akbar’s reign by the 
Governor of Delhi for tin* iingation ot his private estates 
The canal stopped again about the year 1347 It was 
repaired under the diiectioii of Ah Maidan Khan, the 
celebrated engineer of Shah Jahan, and a new channel 
excavated to carry w ater into the city of Delhi. During 
the decline of the Moghul Empire the canal again 
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gradually silted up until it ceased to flow. One does not 
know when the next repairs were carried out, but m 
1820, 166 acres were irrigated from the canal and the 
irrigated area increased rapidly to 33,000 acres in 1826 
and 321,000 acres in 1840 

A famine visited Kariial in 1833-34 and caused 
heavy loss of life. The famine gave a great impetus to 
canal irrigation The demand for water increased and 
the aren iriigated was limited only by the means of 
supply. The failure of the rams m 1836-37 increased the 
demand for canal irrigation still more. Strenuous efforts 
were made by irrigation officers to increase the supply, 
and every facility was offered to such villages as would 
make use of the water In most oases the old imperial 
water-cuts still existed, which the village people weie 
allowed to clear out and use oi they made themselves a 
channel straight from the nearest point on the canal from 
which water would flow to their fields The Government 
constructed new large distributaries and deepened, 
enlarged and extended the old ones. The mam channels 
were also deepened and their banks laised till the water 
in them touched the crown of the arches in the bridges 
Most of these extensions were made hurriedly under the 
pressure of urgent need The system of embankments 
of the canal had been constructed with so little re¬ 
ference to the natural drainage that it intersected all the 
drainage lines of the tract and threw back the sur¬ 
face water over the surrounding country. The carrying 
capacity of the canal, whose alignment was faulty, and of 
the channels, says the District Gazetteer for Karnal., “ has 
been so increased that in most part the surface level of 
the water, and m some places the bed of the canal, is 
above the surrounding countiy, and the water is thus 
forced into the sub-soil by hydraulic pressure.” 

In addition to this forcing of water into the sub- 
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soil by hydraulic pressure, there was over-imgation One 
may say that most canal-irrigated tracts suffer from over- 
irrigation, on account of the wasteful methods of irriga¬ 
tion practised by the cultivator Canal irrigation is not 
like well irrigation Every drop of well water costs time 
and effort Not a single drop of well water is wasted as> 
it means so much labour for men as well as cattle But 
in the case of canal water the same lea^^oiis for economy 
do not exist A secoinl important point may next be 
noted Tlio well Avatcr is itself drawn fiom the siib-soil 
water When it is used for irrigating a field, a certain 
amount of it is lost by evaporation and tianspiiation 
through vi'gctation, and to that extent the sub-soil supply 
18 reduced The canal water is not drawn from the sub¬ 
soil supply, and excepting that part which is lost like 
well-water, all the canal water that is used for 
irrigation represents an ad<lition to the sub-soil supply 

What was tlie combined result of a faulty alignment 
of the canal, a wrong system ot embankments and over- 
irngatioii “ The result is,’ says the District Gazetteer 
“ that the whole country is water-logged by the canal 
water being forceil into it from below, while the culti¬ 
vator drenches it trom above ” And when heavy ram 
came, it fell upon a country already saturated with water 
For miles and miles the whole countiy was covered with 
water 

Not only was cultivable land thus turned into 
swamps , hollar soon appeared. It has been explained 
above that when sub-soil water has risen to within a 
short distance of the surface it is drawn up to the surface. 
On evaporation it leaves the salts it contains deposited, 
and this process repeated for several years covers the soil 
with a layer of alkaline salts, lying like fresh fallen snow, 
often 3 or 4 inches thick. The soil is now useless for 
cultivation. Such grass as is able to spring up in the salt- 
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impregnated land gives the cattle diairhcea, enfeebles 
and eventually kills them The whole country exhales 
from its putrifying vegetation a maleria which destroys 
the vitality of the cultivators and kills them by fever and 
spleen disease 

Ill 1841 an epidemic of fever lavaged the whole ot 
the Delhi territory and the mortality was so great that 
in many places the ciops died for want ot persons to 
look after them Two j^ears latei anothei and even more 
terrible epidemic devastated the country This led to the 
appointment of a committee by the (Tovernmont ot India 
to investigate the matter, and a further empiiry was 
made in 18(37 by 8iirgeon-Ma)()i Adam Taylor Both 
enquiries conclusively proved that the effects of water¬ 
logging on the health of the people in the canal tract had 
been disastious Another eiujuiry had been made by Mr 
Sherer m 1856 He showe«l that the water level had 
been raised by the canal from some GO feet to, in many 
places, two oi thiee feet from the surface, and that the 
fertility ot soil had been veiy greatly diminished In 
his report he spoke of “the miserable disease engendered 
by the tainted water and malarious exhalations ot the 
soil of the spectacle of sick women and diseased children 
crouching among the nuns of their houses (for in many 
cases the rafters had been sold) , of haggard cultivators 
wading in the swamps and watching thou sickly ciops, 
or attempting to pastuie their bony cattle on the un¬ 
wholesome grass 

We learn from the District Gazetteer that an esti¬ 
mate for remodelling the canal amounting to 72 lakhs 
was sanctioned in 1874 and this was increased to 102 
lakhs in 1881 In 1885 a full supply was carried in the 
new mam channel AVith the remodelling of the align¬ 
ment of the canal, and the draining of the depressions 

* Kamal District Gazetteer, 1892, Appendix 
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in the ground .surface by a well designed system of drains, 
water-logging ceased 

According to the last Settlement Report of the 
Sheikhupura Tohsil, the watoi table is rising at an alarm¬ 
ing rate in the close vicinity ul the mam channel of 
the Upper Chonab Canal. In the villages lying close to 
:tii banks the wells are seen lull to the brim As a 
result of the rise of the water-table, the estates lying on 
the ohannol of the Uppei Chcnab Canal have become 
seiiously affected with water-logging, and unless the 
measures that the Canal Department is taking to arrest 
its progie«s aie successful, the danger which is travelling 
apace will attack the more ilistant estates as well 

VVatci-logging made its appcaraiu e in the neighbour¬ 
hood of the Ilafizabad tehsil of the Ciijranwala District 
within a few years of the completion of the Lower 
Chenab Canal, and a-'snrned dangerous propoitioiis duiing 
the period 1908-09 to 1915-11) Water appeared along 
the canal and swamps were foiined m other low-lymg 
places fuithci away The natuial drainage depressions 
which had been obstructed by the oon-tiuction of canal 
channels aiul its branch<‘s were opened ami deepened , 
eertaiii roaches of the mam canal and branches were given 
a water-proof lining, and drams weie constructed to 
eairy aw'ay the surface drainage to the iiver. As a result 
of these measures the sub-soil watoi level, which had risen 
abnormally, has subsuled. * One injuiious effect of the 
rise and fall in the sub-soil watci level ha^ been,” says 
the Settlement Otficer, “ that salts present m the soil 
have come up to the surface and rendcieil the land unfit 
for cultivation ” 

In another part of the same report the Settlement 
Officer speaks of water-logging as having reached it« 
worst point m the Hafizabad and Wazirabad tehsils. 

The spring level was only some 7 or 8 feet below the 
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surface in the civil station and other environs of Amritsar 
City m 1913 “ Twenty years ago/' says the author of 

the Settlement Report of the Amritsar District, 1910—14, 
“ the last Settlement Officer estimated that the water 
level had risen about 10 feet in the Amiitsar Tehsil 
between 1865 and 1892 owing to infiltiation from the 
canal and to a smaller extent in the other two Tehsils ” 
The rise steadily continued aftei 1892, which Mi Craik 
estimated at not less than 6 feet in 1914 wheie canal 
irrigation was most profuse Widespiead Hoods had occurr¬ 
ed in the Amritsar District after the very heavy lainfall of 
August and September 1908, followed by a '•leveie epi¬ 
demic of malaria, in which mortality “ readied tlie appall¬ 
ing figure of a plague epidemic ” The connection between 
water-logging and the epidemic was obvious, and efforts 
were made to improve sanitation by deepening and widen¬ 
ing natuial drainage channels, and the provision in some 
localities of artificial drains In 1911-12 again conditions 
in and around Amiitsar became very insanitary, duo 
to the steady rise in the sub-soil water level The pro¬ 
posal to curtail irrigation was considered, but the Settle¬ 
ment Officer was doubtful if such cuitailmcnt would have 
the desired effect of lowering the water-table, and he 
was certain that it would provoke great resentment among 
the peasantry. Canal inigation, as is well known, costs 
much less per acie than well irrigation, and in all paits 
of the district the number ot wells has steadily decreased 
with the expansion of canal iingation Finally in 1012 
it was decided to replace canal irrigation on about 
9000 acres in the affected tract by water pumped from 
tube-wells The Amritsar pumping scheme consists of 15 
tube-wells sunk in a line nearly 4 miles long with 
a pumping capacity of 30 cubic feet per second 
The scheme cost 6 lakhs. Financially it has been a 
loss, but the water-table is now three feet below what 
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it w.is in 1913, and tho sanitary condition of Amritsar has^ 
improved 

Tho foregoinp; historical account of water-logg¬ 
ing IS interesting lor two reasons first, it serves 
to illustrate tho olfeets of water-logging, and second, 
it suggests the remedies 

We have seen that when a canal is so constructed 
that it obstructs the natural drainage of a tract, a re¬ 
modelling of the canal may bo necessary This means"^the 
construction of a new channel, as was done in the case of 
the Western Jumna Canal at a cost of over a crore of 
iiipeos Fortunatel}, wo are told, tho later canals leave 
little to be desired in this respect 

The (|UO'>tion of improving the natural drainage of tho 
country has been engaging the attention of the Govern¬ 
ment for a long turn* A Drainage Boaid was consti¬ 
tuted in 1918 The Board dealt only with water-logg¬ 
ing in rmal areas and concentrated its attention on cer¬ 
tain specific schemes in tho Amritsar, Lahore and Karnal 
districts Fioin tho 1st April 1920 the Punjab Drainage 
Boaid was reconstituted under the name of the Rural 
Sanitary Boaid It is coiiceined with measures intended 
for the benefit of rural as distinct fiom urban areas, 
the latter being m chaige ot the Urban Sanitary Board 

To prevent percolation trom a canal to the water- 
table the banks and the bottom of the canal aie some¬ 
times water-proofed. The Gang Canal, which takes out 
from tho Satluj at Fero/epoie and carries watei for irri¬ 
gation to the Bikaner State, is lined for its entire length 
of about 82 miles with coneieto. The lining of a canal 
IS very expensive Apart from the cost of construction, 
the lining of the Gang Canal cost about a crore The ex¬ 
pense of lining all the Punjab canals and distributaries 
would be enormous. 

The lining of a canal is not simple. This may be 
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judged from the statement of an irrigation engineer be- 
foie the Agricultural Commission “There is one area,” 
he said, “ where watei-logging threatens to be most 
.severe There is a teedor canal called the Upper 
Choiiab which takes water from the Chenab to the 
Lower Ban Doab It runs constantly, and is a 
big 200 feet canal with a depth of 10 to 11 feet How 
are you going to line such a channel as that 

Lining, again, is only a partial lemedy. We have 
seen that of the watoi actually put on the land for irri¬ 
gating a fields about oiio-third goes down to the water- 
table Lining will not prevent the rise of the water-' 
table due to percolation from the fields and cultivators’ 
channels 

Apart from the opening out of closed and obstructed 
drainages, the only two remedies against water-logging 
which have been found to be etfectivc aie (1) replacing 
canal irrigation by iriigation fiom wells and (2) by 
pumping from sub-soil It is thought that as soon as the 
spring level in a tract tends to use within 10 feet of the 
natural surface, the restriction ot canal irrigation in 
the manner suggested is necssaiy to check the further 
rise of the spring level 

It is a matter for regiet that the area irrigated fiom 
wells in the Punjab has decieased steadily on account of 
the extension of canal iriigation to tiacts fuimerly de¬ 
pendent on wells It amounted to 4 fi million acres in 
1888-69,3 8 million acres in 1918-19 and about 3^ mil¬ 
lion acres in 1926-27 The explanation lies in the fact 
that the cost of irrigation from canals is \^'ry small 
as compared with that from wells The figures given by 
the Agricultural Commission are Rs. 3-8 pei acre for 
canal irrigation and no less than Rs. 22 per acre for irri¬ 
gation from a well. In view of such a large difference 
m cost, it IS not surpnsing that wells have been supersed- 
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ed by canals a.s the source of water supply in the areas 
served by the canals. 

Incidentally it may be mentinnenJ tliat the ditficulties 
connected with tin* construction of wells by private enter¬ 
prise are very great wheie the holdings are very small in 
size and where tlieie is much traginentatioii of holdings 

It will be easily understood that the re-'tnotion of 
canal irrigation by turning some [leiennial canals into 
Kharif canals is K'sisted by the zamindar An example 
IS given by R R Wazir Cliand tJliopia, Superintending 
Engineer, in his inti'resting note printed m Vol VIII ot 
the Evidence given before the Agricultiiial Commission 
111 the case ot the upper leaeh ot the llalizabad Distri¬ 
butary, wheie iirigation was once abandoned on ac oiiiit 
of water-logging, and whoi*' some impioveinent had taken 
place as the lesult of the construction ot seepage diains, 
the restoiatioii ot irrigation was contemplated for Kharif 
Cl ops only, but, as a matter ot tact poiennial irrigation 
was sanctioned iii the end. 

It IS obvious that wheie watei-logging is threatened, 
canal irrigation must la* restricted It means hardship 
for the cultivatoi on account ot the much greater cost 
of well irrigation, but watei-logging means disastei 

We have seen that pumping fiom sub-soil has been 
successfully tiied in Amritsar The chief hope of 
success in dealing with watei-logging lies in the deve¬ 
lopment of schemes of pumping sub-eoil water by means 
of tube-wells This water can, of course, be utilised for 

irrigation in the place of canal water The cost, 

however, will be greatoi It is estimated that the cost of 
water pumped from the sub-soil will be about Rs 10 per 
acre. In order that the pumping installation may pay 
(in Amritsar it is woiking at a loss) the consumer may 

have to pay a rate of Rs. 12 to Rs 16 per acre com¬ 

pared to the present canal rate of less than Rs. 6 
per acre. 
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In this connection the progress of the Mandi Hydro- 
Electric Project will be watched with great interest The 
object of the Mandi scheme is to utilise the waters of 
the nver Uhl, which joins the river Beas at a point about 
6 miles east of Mandi, foi generating electiic power The 
scheme is divided into three stages. When the first stage 
IS completed sufficient power would be available to 
provide with electiical [energy about 20 towns in 
the P'lijab extending from Gurdaspur to Lyallpur, 
Ferozepore, Jiillundhur, and Ludhiana When the whole 
scheme is in operation, power could bo supplied to 
over 47 towns, cxteinling from Delhi and Rohtak 
in the south to Sialkot and L;yaUpui in the north, at a 
very cheap rate. The dovolopmont of the scheme is of 
considerable impoitance from the point of view of 
remedial measures which aie to be adopted for dealing with 
water-logging By pioviding a cheap source of power 
for the working of tube-wells, the Mandi scheme may 
make an important contribution to the solution of our 
problem 

Finally, we may consider the inean> of preventing 
over-irrigation, or the enormous waste of canal water by 
the cultivator We have seen that over-irrigation must 
tend to increase the siib-soil water supply It has been 
estimated that the amount of excess water applied to 
crops such as wheat in Northern India is from 30 to 60 
per cent In the Punjab water is charged for by the 
area of the crop matured, and the rate per acre differs 
for different crops When water is sold per acre, and not 
by volume, the cultivator has no incentive to be economi¬ 
cal in the use of the water The Agricultural Commission 
were also of opinion that wastage is also caused by the 
uncertainty of supply. In the case of well irrigation, the 
source of supply, the well, is always at hand. The supply 
18 certain, which renders it unnecessary for the cultivator 
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to apply water to his crops in excessive quantities at any 
time, quite apart fiom the question of labour involved in 
working a well, which effectually prevents waste of well 
water “With lanal irrigation,” to ([iioU* the Agricultural 
CommisHion, “ tlio cultivatoi often does not know de¬ 
finitely when the next watciing will be possible , he there¬ 
fore applies water in large quantities in the hope that 
this will tide him ov(t the period of unknown length 
during which it is not avadable ” {Jieport, p *335) The 
result IS not merely an enoimous waste of water, but 
damage to crops and the land 

It is certain that if watei wme (barged tor by 
volume, the cultivator would ver}^ soon develop more 
economical habits in its use But iingation engineers 
geneially doubt if the sale of watei by volume to small 
cultivators is practicable Howevei, improvements have 
been made in the existing aiea system of distribution by 
means of which considerable economy of supply has 
been effected 

The problem of water-logging is not insoluble. The 
question is one mainly of cost—that of finding the 
cheapest method of preventing an undue rise of the 
water-table This may be done by pumping from sub-| 
soil , by water-proofing the canals and distributaries , byt 
improving surface drainage and sub-soil drainage through*^ 
the construction of open drains along and at right 
angles to the canals. oi by lying porous pipes under 
the fields to carry away the water percolating through 
them, as in Egypt But whatever the remedial measures 
adopted, the cost will be heavy and the cultivator will 
have to pay more for water than he does at present 
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Co-op bit \TioN 

The establishment, ot agricultural banks was recom¬ 
mended by the Famine Commission of 1001 The small 
cultivator all over the country was financeil by the Maha- 
]an, who charged exorbitant rates of inteie^t Far from 
being a help to agricultuie, the >Soinai- had become, as 
the Famine Commission pointed out, iii some places, an 
incubus upon it 

Even befoie the Famine Commission ot 1001 reported, 
the subject ot co-operation, as a means of providing 
finance to the small cultivator on reasonable terms, had 
attracted the attention ot some Local Governments. The 
first step towards the investigation of the possibilities ot 
establishing co-operative ciedit societies in India was 
taken in Madras An indigenous institution called A^idhis 
existed in that Presidency, which were oiganised on co¬ 
operative lines, and had a paid-up capital of 75 lakhs, 
with some 3(),000 members The Nidhi'i were on the 
whole working successfully, and they sugge''ted the 
establishment of co-opeiative credit societies in India 
The Madras Government deputed one ot their officers, 
Mr (later Sir) Fred Nicholson to make a “tudy ot co¬ 
operation, and in 1899 forwarded his monumental report 
on the subject to the Government of India The Govern¬ 
ment of the United Pi evinces, similarly, had deputed 
Mr Dupernex to make enquiries into the subject in rela¬ 
tion to Indian conditions, and his book entitled “ Peoples' 
Banks for Northern India ” appeared about the same 
time. 

The proposal was then referred in its more general 
398 
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form by the Government of India to Local Governments 
for preliminary consideration and suggestions. The 
opinion of Local Governments were considered in June 
1901 by a Coramittoo innler the chairmanship of the 
Finance Member, Sir Edwaid liiw The Committee 
reported favourably in 1903, and a draft Bill attached to 
their report. The pio])osals ol tlio Committee were referr¬ 
ed to Local Governments for ciiticism, and when their 
replies had been icceived the Government ot India took 
legislative action to create ro-operativ^ ciedit societies 

New legislation was neccssaiy as the old Companies 
Act ol 1882, with its numerous sections and elaborate 
provisions, was unsmted to tin* new type ol societies in¬ 
tended to be establisht'd Thiee things, chiefly, had to bo 
done (1) the now societies had to be excluded from the 
operation of the general law, and jirovisioiis framed 
adapted to thou constitution and objects , (2) it was desii- 
ablo to confer upon them special privileges and facilities , 
and (3) it was neccssai y to take precautions with the 
object of pi eventing spcculatois aiul capitalists from gett¬ 
ing control ot them 

The object of establishing co-operative societies was 
defined as ‘ the encouragement ot indivnlual thrift and of 
mutual co-operation among the members, with a view to 
the utilisation ot then combined ciedit, by the aid ot their 
intimate knowledge ol ore aiiothci s needs and cajiacities, 
and of the prossuie of local public ojnmoii ’ 

A two-fold classifi(‘ation ot societies into in ban and 
rural was adojited In the case ot both clas-,.- it was piovid- 
ed that the members must be small men . that they must 
be residents of the same neighbourhood . that new mem¬ 
bers shall be admitted by election only that loans must 
be made only to membeis , and that money shall not be 
lent on mortgage. Further, the interest in a society held 
by a single member was limited, so as to prevent an in- 
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dividual from obtaining control of the society; and in 
order to prevent speculation, shares were made transfer¬ 
able only subject to certain restrictions The Act passed 
in 1904 also provided a simple foim of registrati. n, and 
to deal with fraud, or bogus co-operative societies which 
might be established under the Act, power ot compulsory 
dissolution, subject to appeal to the Local (Government, 
was reserved 

Other features of the Act of 1904 were as follows • 
unlimited liability was insisted upon in the ca^e of niial 
societies . it was laid down that profits were not to be 
directly divided among the memheis. and that any sur¬ 
plus that might accrue, shouM either bo carried to a 
reserve fund or be applied to reducing the late of interest 
upon loans the society was forbidden to boirow money 
without sanction and pawn-broking was prohibited, but 
the society was allowed to leoeive agricultural produce as 
security, or in payment of a loan 

Limitation of liability and the distribution of profits, 
subject to the creation of a sufficient reserve fund, were 
allowed in the case of urban societies 

The pnveleges conferred upon the societies by the 
Act of 1904 weie as follows (1) shaies and othei interest 
of members in the capital of a society weio exempted 
from attachment for private debts (2) societies were re¬ 
lieved from the necessity of letteis ot administration or a 
succession certificate , (3) they were givini a /le/i upon 
certain forms of property whim cieated or ae<juired by 
means of a loan from them until tlie loan was repaid and 
(4) an entry in the books of a society was made puma 
facie evidence in a suit to recover money due to it. The 
societies and their opeiations were also exempted from 
income-tax, stamp-duties and legistratioii fees, and finally 
provision was made for compulsory inspection and audit 
of the societies by a Government otficei. 
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Tlie operation of tlio Ad was restiictn-J to (ledit 
only. Tho chief object of tin lusismc, as v\( li -e seen 
was to relie\(' .ifriKiiltu 1 iinh'ht* d’li--v 

Tlie \< t ol I'.tOi n.is jiii(iid(d in and the 

amended Ad i-. still in lin( t tlnon^hont tin' eountr^’’, 
e\ee[)t in Hoinha} ..ml liuima, wlnn it u as ji‘[la(('d by 
loeal h'jj;mlatii«n in l‘d.‘) and V)il iojimumI) The 
anicndim nl ot ilie \i t ol llJOl w.i-, ntc'‘ssai\ toi the 
folloNvin^ leisoti-^ ■ 1 ' 'I'l ( \d ol 1*K)| did not aj>jdy tq 
C‘o-op'‘i,i(ivt' M K f.t ^ ( st iMmh. d in piodiutioii distulni- 
tion Ol otln 1 ob|<'( m < m < pi th<‘ pn-vmioii ol ( rmlit d'ln* 
t ''alilmhim nt ol < i< d.t oi n tn > h id h d to the ioiindino 
ol ot In 1 ( l.i'"'( s (d ( o-o[ c 1 .,1 1 \ I ■>o( n t n aNo and it \\ as 
desiiabie that the pi i\( h ^ i \t( inh'd b\ the Vd to ( o- 
opi'iatne ( ledit "Oi n lies 'should Ix' e\ti mh d to the.se othci 
'•ouetie-' 1' Tn tin \( t ol I't)! ^ocletie', \s ei e c hmsllled 

aeioidtne i., tlie\ \\<ie lu’iae. m “niial and the 

lialnlits ol null suiietii" '\as milinuted 'I'he distinction 
was loiiiid aitilKuil and in piaitnt* iinonn'iiniit In the 
.Vi't ol l'M'2 *'()( letn*., wi'ie di\nl<d into tln>-.e with limited 
and with nnliniifi'd lidniitx but the|uiiniph' was letained 
that aj:,rn tilluia! en'dit sue n t ,>s niiisi ,is a oeiiei.tl lule, 
111* with unlinuted ,i.ii)i’.it\ < )• 'I'lie Ad ol did not 

eoiitemplati' th It soiU'tns with unliniited liabilit} should 
distnbuti' pioli*" .'^uc h s.aidns howevei, had come into 
existeme ill st‘\»'ial IhoMine^ and weie doing useful 
woi Iv It was jnojiosed to legilise tin'll eMbtein'e and to 
permit ail unlimited s(k iei\ with the sanetion ot the 
Local (Toveinmeiil to distiihule piolits. (4/ The Ac t ot 
was liameil to meet the icipiii oments ot pi unary 
credit societies only it made no provision toi the higher 
finance of the movement ITmoiis and eential banks are 
co-operative credit soeielies the memheis ot wliic h aie 
other co-opeiative ciodit societies tvhicli they finance. 
They had naturally come into existence booii atter the 
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initiation ot the movement, and it was necessary to re¬ 
cognise their existence. 

The Act of 1912 incoipointed these ieatures 

The eaily history of the co-operative movement in 
the Punjab is interesting 

* . A few societies, organised on the co-operative princi¬ 
ple, existed in the Punjab before the Act of 1904 was 
passed Mr (latei Sir Edwaid) Maclagan and Captain 
Crosthwaite founded tliiee societies in the Multan district 
111 1898, but they weic short-lived The experiment in the 
BTiahkar sub-divisioii ot Mianwali was more succes^'fiil 
Five societies weie founded heio by Captain Crosthwaite 
in 1900, and they weie woiking satisfactorily in 1904 
The hist leport on the working ot tlio co-opeiative socie¬ 
ties in the Punjab deals with the peiiodot 5 months, from 
‘2bth Octobei 1901, wlien Mr Wilbertoice took over chaigo 
as Registrar, to 31st March 1905 Mi Wilbei force visit¬ 
ed various districts of the Province with the object of 
explaining to the peo 2 )le the principles of the new move¬ 
ment, to select the types ot societies to be founded, and to 
found the societies. Ho found that the people knew 
nothing about co-opeiatioii “ Tlie vast majority ot the 
people,” he says, “ had not oven heard of the Act and I 
did not meet one who had read it. They had meiely 
heard a rumour that Government was going to relievo their 
indebtedness ” It had been decided that societies should be 
founded m 5 distiicts which were selected as specimen 
districts of each of the 5 Divisions of the Punjab The 
districts selected were Karnal, Iloshiarjiur, Montgomoiy, 
Mianwali and Eawalpmdi Rawalpindi and Montgomery 
had to be left out as the pioposal to start cooperative 
societies there did not receive encouragement from the 
local officers* 

•The local ofticets concerned A\ere rebuked for discouraging the move¬ 
ment The “Remaikh” on the first report on co operation in the Punjab 
contam the following “ As regards the districts of Rawalpindi and 
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Prospects of success did not seem vetv bright 
in the Kanial district where i societies were founded. 
The societies, says Mr. Wilbcrfoice, “ are regarded as 
(rovernment hanks, and the experienec of persons taking 
advances from Government lias not alwa 3 ^s been happy, 
especially in Distiiets like Kariial, where the people have 
been areiistomed for centuries to being pluiideied by jietty 
Government officials At Shaingarh two members have 
ventured to borrow small sums Some of the depositors 
have also borrowed money to show that then' is n<j danger 
of being plundeu'd ’”*■ 

The movement mot with a certain amount of opposi¬ 
tion on the part of the money-lemlcis They spread aj 
nimoiir that those joining a soeietv would be sued at oncej 
on eithei a real oi fictitious claim, and treati'd wuth the \ 
greatest seventy allowed by law' agaui'^t judgment debtors 

The Tahsildais of the Kainal district were to assist 
Mr Wilberforce in persuading the cultivators to start 
societies An inteiesting evanijile of how' the Tahsildars 
interpreted their instiuetions, and of the methods of 
persuasion employed b^ them may be given hero The 
Tahsildars thought that ii was a Goveinment order that 
societies should be staitcd everywheic The Tahsildar of 
Kaithal theiefoie called the zaniindars and lambardars of 

Montgoinorv, tho Rogi-.tr.u so<'ms not to h.i%o .ittoiaptod opoi itioiis botamc 
the IVputy Commissionois concoin''d disooui.igod him .ind in mow of then 
attitude no other course was open to him Hut His Honour is unable to 
approve of the action of these othec is, whohuo pi ictio ilh \otocd the soloction 
of districts made by Sir Chailos Ru i/, and hue pi '-julgod the experiment 
because the> did not feel singuino is to its su'O’ss Su Don/al Ibbotsou 
expects actno assistance from his Distiict Oflioeis wdio, if tho\ know their 
districts as thoN should do, will ha\e little diflu.ult\ in sidioting the most 
promising starting points Thov mi\ hi\o thni own pin ito opinions about 
the probability of success, and no one can fool quito sure of tho lesult But 
the intention of Governmont is that this oxpeumeut shall ha\e iv fair trial, 
with all tho advantages which the cooperation oi its ofhoers can give it, and 
the latter must regulate their conduct accordingly ” 

• Report for 1904-06, p 2 
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Kaithal togethoi and told them that the Registrar was 
aniving shoitly, and that befoio his aiiival they must 
applv foi legistiahon The forms of applieation were 
then distnbiited “on Avhich he oideied tlie amount of 
contiihiiiion (apji'i(Mitly hj" way of gUt) of (mcIi applieant 
to be enteied ” Howevei, iii all only 5 applieations were 
leceived In one case IMi Wilbeifoice legistered a 
society, as the poo})le, aftei understanding the scheme, 
annieved of it “In the othei three cases the coeiced con- 
tiibutois were piactically all in debt, and naturally saw 
no advantage in bon owing Rs 50 oi Rs 100 at 27 per 
cent fioin a inone\-lendiu to finance a ''Ociety in which 
they took no luteiC'^t and ol is Inch they had no know¬ 
ledge ’ 

The movement piomiscd moie success in Iloshiarpui, 
whei e d societies \i eu founded AIi Wilbeiforco found 
the people ready to listen to any SLheine for their 
impiovement Unlike the people ot Karnal they wore 
full ot entc'i pi ise Aiiothei fac'oi which was favourable 
to success was the existence ot a laig(‘ amount ot capital 
'which could be attiactinl by well-niaiiaged societies This 
lepicsented the money iemitted and biought home from 
Australia, Attica and vaiious paits ot India 

The Una of thn district liiiiiisliod a brilliant 

example ot spontaneous co-opeiativc ctfoit which deserves 
to be lemembcred in the histoiy of co-opeiative credit in 
the Puigab This is tin- Ra)pul so( lety ot Panjawar, a 
village ot aveiago size, situated on the inner slopes ot the 
Siwalik.'-x 

The society was foi med in 18b2 It was never 
fostered by the GoveiniiKuit, and its existence was 
unknown for neaily lOyeais The founder of the society 
was Mian Hira Singh, the lambardar of the village The 
cause of the formation of the society may be briefly 


*Beport, 19()4-Oo, p 3 
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explained The undivided common land belonging to 
the village eoii'^istod of about 16(X) acio'^, of which about 
900 acies of sandy, stony‘lOil, which had been recently 
thrown iij) on tin' Paniawar side by the Sohan, was in 
dangei ol being aslu'd away, and the rest was exposed 
to attack by Cho't ^mountain torrents; Under the 
guidance ot Una Singh it was decided liy the landowners, 
55 in nuinbei, who joined the society, to hand over the 
whole ol the undivided lainl to an elected Oomniittee, 
which was to ajiply the im omo fioni the land (1; in ' 
managing and improving the i ommon land, ('2.) in taking 
over the moitgages held by outsidi'is on bebalt ot the t 
inortgagois, (3) in making ordinary aihances and gene -1 
rally foi tin* impiovcment of the village ^ 

Th(' Rcgistiai was able to lepoit in 1905 that by 
taking appiopriate ineasiiies (planting ot grass and trees) 
the society ha<l saved the land thiow’ii up by the Sohan 
from danger and airested the attacks of C^o.s* to a great 
extent Fn addition, the soi icty had taken over all the 
land moitgaged to outsidcis at a cost ot ovci Rs 10,000, 
and had lent about Rs 3,(MX) on short loans at per cent 
In view' ot the suecess nttaineil by the society the 
Registrar concluded that the Panjawar type ot society 
was the best toi villages possessing undivided common 
land, and he endeavoured to stait societies of this type in 
the llosliianmr distiict 

He sought to piomotc tw'o other t}pes—one which » 
he called the '‘money-dcpoi.it typo,’’ and the other the 
“Miaiiwali type ’ Tlio money-deposit type had no share 
capital, but opeiated w’lth fixed deposits (bearing interest), / 
obtained as far as possible entiiely tioni members, and j 
made advances to members at a higher rate of interest t 
than that allowed to depositors. This type of society was j 
meant for the prosperous villages of the central Punjab. 

The Mianwali type was recommended for poor com- 
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munities Reference has been made above to five 
societies founded in the Mianwali district by Captain 
Crosthwaite The capital of these societies was raised by 

C oluntary gram subscriptioiis after the mhi liaivest The 
aliie of these subscriptions was ciedited to the member’s 
account, and was not retuinable for 10 years The 
gram subscribed was partly kept foi seed advances at the 
next sowing and partly sold m oidei to piovide funds 
foi money advances In the beginning advances weie 
given only for seed and pnicliascs ot cattle Inteiest was 
chaiged at rates vaiying from 6 to lO per cent and was 
generally payable m giam The society’s jirofit consisted 
of interest, and m eases ot advances lor sowing, of the 
difference m the pi ice of giam at harvest and at sowing 
time. 

The Registiai, howevei, did not take long to lealise 
that both the money-deposit and the Mianwali types of 
society were not suited to the Puniab, and were not likely 
to become popular The Mianwali type offered no induce¬ 
ment for savings, as it allowed no interest on diy^o- 
Hits In the money deposit type the element of tiiie co- 
pperation was lacking—the society fin.inced tin* pooici 
nembers with money borrowed fiom the wealthlei mein- 
[ors, 01 at their risk It was more a philaiithiopic 
['institution than a co-operative credit society 

“ The type of society now coming into favour in t;ho 
Punjab,” wiote Mr AVilbertorco in his leport foi 1906-07, 
“ IS one ado])ted from the system popujjanfsed in 
Italy by Signor Luzzati ” In this type, adopted with 
jCertam modifications in the Pun]ab, the members be- 
'came shaie-holders by payment of 10 compulsory annual 
tinstalgofillts No dividends were to be dfecrared for 10 
years, when three-quarters of the profits were to be 
divided among the share-holders, the remaining fourth 
being transferred to the rese^e fund. ’ ' ' 
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This type of society, the Registrar points out, was 
devised not by any Governm^nL o fficial , but by the 
z_amiiuiars of the Giiidaspur Distiict Ho regarded the 
share-capital society as pos^e-.^iiig special advantages from 
the point of view of the Punjab agriculturist. The 
Punjab agriculturist was tluitiy enough—encouraging 
thrift among the Punjabi peasants the Registrar liken¬ 
ed to ‘ bunging coal to Newcastle”—but he had to learn 
to make a pioper use of his thrift* The dividend which 
a member of this type of society would receive after 10 
years is like a pension, foi the sake of which he 
might foiego his petty extiavagances At the same time 
an institution is cieated which finances him on reason¬ 
able teims 

In 11)0(5-07, 1)5 societies working in the Punjab were 
of the share-capital type, (5.3 were woiking only with fixed 
deposits, and 1(5 on Mianwali lines 

The progiess of the movemcnit was lapid In the 
review of the report on co-operation in tlie Punjab for 
1918-14 it was noted with satisiaction by the Govern¬ 
ment that the Punjab possessed a laigci number of 
societies than any othoi Province in J^ndia, and that the 
Punjab agricultural societies had collected laigei sums as 
shaie-capital and deposits than all other societies of the 
same class m India In 1913-14 the number of agri- 
cultuial societies in the Punjab was 2,780, the number of 
membeis ovei 1 lakh, and tin* amount of woiking capital 
about 1 crore. 

The development ol co-opeiative societies in the 
Punjab has been on the lines foreseen in 1900-07 Share- 
capital preponderates, while d^iospts from members are 
comparatively small' In 1927-28, the paid-up share- 
capital of agricultural credit societies amounted to about 


Report Jo> 1000-07, p 3 
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79 lakhs as compared with 30 lakhs of deposits from 
members. In the same year, tlie iiumbei of agricultural 
credit societies was 14,438 and the total woiking capital 
over 6 croies 

The giowth ot agiicultiiial eo-opoiati\o Noeieties 
in the whole of India i& shown by the appended state¬ 
ment — 
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It Avill be >een that bclAveen l‘)l,■>-!(> and l‘)'2G-‘27 the 
niimbei ot ciedit societies itir leased about I tunes, the 
number ot meiiibers moie thin 3 tunes and tl'o amount ot 
working capital about 5 times 

The propoitiou ot rnembei^ ot agiieultui.d societies 
to families m luial aieas has been thus estunati'd toi 
different parts ot the cuuntty 
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Proportion of members of agricultural societies to families 
in rural areas 


i 



o 


Ajmer-Merwftr 

15 4 

, 15 0 

Assam 

' 29 

' 2 9 

Bengal 

4 4 

3 ft 

Behar and Orissa 


1 3 1 

Bombay 

10 0 

1 8 7 

Burma 

4 9 

3 7 

Central Provinces and Berar 

24 

1 23 

Coorg 

; 36 2 

36 2 

Delhi 

11 6 

11 5 

Madras 

83 

7 9 

N W P Province 

0 2 ! 

02 

Punjab 

10 9 ! 

10 2 

United Provinces 

1 8 

1 8 


Among the major Provinces the largest proportion of 
the rural population atfocted by the co-operative move¬ 
ment IS m the Punjab, but even in the Punjab 89 per 
cent of the rural population is not touelied by the move¬ 
ment. This proportion for the other Provinces is Bombay 
91'3 , Madras 92 1 , Bengal 96 2 , Bmma 96*3 Central 
Provinces and Borar 97 7 and the United Provinces 98 2 
Although co-operation has achieved much dining the past 
26 years, much still remain'^ to bo done 

The growth of co-operation has undoubtedly encour¬ 
aged thrift. For India as a whole the members of 
agricultural societies numbering a little over 2 millions 
had borrowed from their societies at the end of 1926-27, a 
sum of Rs. 17 croros, of which ovei Rs 7 crores was 

• Report Agrirtiitund Gommwwn, p, 447 
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th«ir own money Of this sum Bs. 2^ crores was their 
share-capital, and the reserve fund was about Bs. 8^ 
crores. Thus more than one-third of the total sum owing 
by the members of agricultural societies represented 
their own savings. 

While, as a matter of principle, loans should be made 
by co-operative credit societies only for productive pur¬ 
poses, in actual practice this cannot be done without forc¬ 
ing the co-operator to borrow from the Mahajan. Loans 
therefore are made for almost all purposes 

The following table shows the ob]ects for which loans 
are made by co-operative credit societies 


f 7 able. 
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AnalyfitH {by the Co-operative Department, Punjab) of loans 
made by ovei’ 2000 societies) 



i o 

t'. 

1 a 

1 

! ^ 

! « 

* a 
o 

Proportion per 
cent of total Ho 
of loans. 

Proportion per 
cent of total 
amount of loans 

1 

Cattle 

' 11,015 

1 9,14,829 

22 1 

1 

18 2 

2 

Fodder 

1,224 

1 43,283 

2 5 

•9 

3 

Seed 

2,870 

! 93,934 

5 8 

1 8 

4. 

Implemoiitb 

378 

' 33,160 

8 

7 

5 

Carts 

1 173 

24,022 

3 

‘5 

6. 

Rent 

529 

51,915 

1 1 

1 0 

7 

Revenue 

6,643 

4,74,897 

13 3 

95 

8 

Household 

1,654 

87,011 

3 3 

1 7 

9 

Grain 

2,454 

86,521 

4 9 

1 7 

10. 

Debt 

11,394 

13,66,897 

22*8 

27 0 

11. 

Wells 

614 

72,673 

1 2 

16 

12 

Land iinprovomcnt 

198 

21,062 

4 

4 

13 

,, cultivation 

426 

39,035 

8 

8 

14 

,, redemption 

640 

1,35,560 

1 3 

27 

16 

,, lease 

47 

11,713 

1 

2 

16 

,, mortgage 

190 

20,707 

4 

6 

17 

, puichaso 

' 1,211 

3,25,588 

2 4 

6 6 

18 

lluikling 

1 464 

1.0.3,581 

.3 0 

3 8 

19 

Kducation 

171 1 

16,141 

•3 

3 

20 

Trade 

1 3,205 1 

5,67,181 

6 4 

11 3 

21 

Ceremonies 

i 2,834 I 

4,01,011 

5 7 

8 0 

22 

Litigation 

i 62 ' 

4,320 

1 

1 

23 

Miscellaneous 

475 

41,601 

1 0 

8 


Totsl 

49,880 

50,25,942 

100 0 

100 0 

JSote —Figures showing the number of loans and their amount have 
been taken from the Report on the working of Co-operative Societies in the 
Punjab for the year ending Slst July 1928 The percentages m the last 
column had to be re-calculated as those given in col 4 of the Table on 
p 18 of the Report are in many cases inaccuiate 1 

The most important objects for which loans (amount) 
are given in the order of their importance are: re-pay¬ 
ment of old debt, purchase of cattle, trade, payment of 
land revenue, ceremonies and purchase of land. 
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The main source of external capital in the case (.1 
primary societies is loans by central banks and banking 
unions, of which the Punjab has 4b and 72 (1927-^8) 
respectively The apex institution is the Punjab Pro¬ 
vincial Bank witli a working capital of 70 lakhs 

For purposes of supervision, societies in some Pro¬ 
vinces are federated into unions. The guaranteeing union, 
which guarantees loans given on its recommendation, 
has not been a success, but supervising unions exist in 
large numbers in Madras and Bombay In Madras all 
societies within a radius of 7 miles are affiliated to a 
supervising union , m Bombay the unit is the taluka The 
Agricultural Commission recommended the adoption by 
other Provinces of the system of supervising unions, 
with modifications to suit local conditions 

Most Provinces have a Provincial Union, which audits 
co-operative societies or caiiies on the work of propaganda 
and training The Punjab Co-operative Union has 119 
central institutions affiliated to it, and is described as “the 
main artery of co-operative activity in the Province.” 

Land Mortgage Banks The deposits which the 
ordinary credit society receives are withdrawable at short 
notice ; the loans made to it are also for short periods 
It follows that the ordinary credit society cannot engage 
in business in which its small resources would be tied 
up for a long time, or lend money on security which is 
not easily realisable Such is the nature of land mort¬ 
gage business. 

It IS also obvious that if credit societies refuse to 
make advances to their members on the secunty of 
their land, they will be driven to the money-lender for long¬ 
term loans of large amount. Hence the need for a new 
type of financing agency—the Land Mortgage Bank 

The first Land Mortgage Bank was established in the 
Jhang District of the Punjab, and was for several 
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years the only institution of its kind in India. In the 
year 1927-28, 11 mortgage banks were working in the 
Province, with a working capital of 18^ lakhs and over 
4,000 members The only other Province in which such 
banks exist is Madras 

The principal objects of land mortgage banks are as 
follows ^ 

(a) The redemption of the land and houses of agriculturists , 

(f>) the improvement of land and of methods of cultivation and the 
building of houses of agriculturists , 

(0 the hquid.ttion of old debts , 

(fl) the purchase of land, permitted in sperial cisos 

Loans for the purchase of lain! have been stoiiped 
altogether in the Punjab Of the 362 loans, totalling 
about 7 lakhs, made by the Land Mortgage Banks in the 
Punjab in 1927-28, 171 were tor the payment of old debts, 
162 foi the redemption of land and 9 for land improve¬ 
ment The average amount ot the loan was Rs 1,976, 
the average, however, varying from Rs 734 at Gurgaon 
to over Rs 4,600 at Lyallpur and Samundri Loans are 
limited to 16 times the net income of the land mort¬ 
gaged to the bank, and a maximum limit of Rs 10,000 
has been fixed tor a loan (in Madras the maximum is 
only Rs 2,000) Loans are usually made for 10 years 
To the working capital of the 11 banks, amounting to 
18’63 lakhs, the Government has oontiibuted 8 13 lakhs and 
the Provincial Bank 6 77 lakhs The Government charges 
6J per cent interest and the Provincial Bank per cenL 
while most mortgage banks lend money at 9 per cent 

Land mortgage banks aie a new expeiiment, and 
the Agricultural Commission emphasized the need for 
caution in tlie development of this form of credit As the 
figures given above show, the demand for loans for land 
improvement is small, loans are mostly wanted for redeem¬ 
ing old mortgages as new arrangements can be etfeoted 
on easier terms. Strictness in the recovery of the loan 
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(by instalments) is therefoie essential The question 
has been considered whether punctuality in the payment 
of the agreed instalment should be insisted upon even at 
I the risk of forcing the co-operator to borrow from the 
Mahajan, and irrespective of circumstances This would, 

) perhaps, be unnecessarily harsh, particulaily in those parts 
: of the Province where the harvests are precarious; 

I a reasonable view is that held by the present'Tlegistiar, 
Co-operative Societies, who has permitted the postponement 
of an instalment “ when and in so far as land revenue is 
suspended or remitted, but under no other circum¬ 
stances.” * 

'rha Money-lender As w'e have seen, among the 
major Provinces, co-operation has been most successful 
in the Punjab. It may therefore be interesting to con¬ 
sider how the progress of co-operation has effected the 
Punjab money-lender 

Some time ago, Mr. Darling, the well known author 
of “ The Punjab Peasant in Prosperity and in Debt,"' and 
the present Registrar, directed an enquiry to be made 
through Income-tax officers in the Punjab regarding the 
position of the village money-lender in various parts of 
the Province He summarised the results of the enquiry 
m an interesting note which is printed on pp 592-94 of 
Vol. VIII of Evidence given before the Agncultuial Com¬ 
mission The reports from all districts, with the excep¬ 
tion of Hissar and Montgomery, stated that the i^oney- 
lender was reducing his business in the village In spite 
of the fact that in urban areas the rate of interest is^ con¬ 
siderably lower than in rural areas, the village money¬ 
lender .jn several districts i^ beginning to prefer the 
town to the village as the sphere of his operations 

The causes of this tendency, according to Mr. Darling, 
are (a) the rapid growth of co-operation, {b) the legal 


ifeport, 1927-28, p 31 
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protection given to the peasant borrower, and (c) the nse 
of the agriculturist money-lender. 

In 1925-20 co-operative credit societies in the Punjab 
lent to their members 183 lakhs and, in 1927-28, 246 
lakhs. The growth of the movement must naturally re¬ 
strict the amount of the business done by the money-lender. 
The effect of competition on the part of the agricul¬ 
turist money-lender, whose position in consequence of 
the Punjab Alienation of Land Act of 1901 is a privi¬ 
leged one, must be the same 

The legal position of the agriculturist is strong,** and 
it IS now proposed to protect him against fiaud by 
requiring money-lenders to bo registered and to keep 
accounts in a prescribed form 

A Money-lender’s Registration Bill was introduced 
by a private member in the Punjab Legislative Council 
in November 1924. The Bill aroused much communal 
ill-feelmg It was passed in a modified form by the 
Legislative Council, but was disallowed by the Governor 
on account of defects in drafting. , 

The Agricutural Commission commended “ the princi¬ 
ples underlying the Punjab Bill and the British Act to 
the consideration of Local Governments.” The Bntish 
Money-lender’s Act of 1927 provides that all money¬ 
lenders shall take out a license, that compound interest 
shall be prohibited, and that the money-le nder shall, on 
demand by the borrower, supply information relatmg to 
the state of the loan and also copies of documents relating 
thereto. _ 

• “As to (6) the agnoultunst cannot now be evicted by a civil 
court without the intervention of the revenue authority, his plough- 
cattle, implements and seed cannot be attached, if he is sued, interest 
charges can be examined and if necessary, reduced, and when he dies 
his ancestral land is not liable for the payment of his debts unless they 
are charged upon it. These privileges have almost the effect of a 
cactus hedge round the small holder and his holding, and make recovery 
for the sowkar extremely difficult ’’ (Evidence, Com. VIII, 592^). 
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The old Bill was condemned in the press and the Council 
as a Muhammadan measure This is absurd The ques¬ 
tion should be considered purely from the economic 
point of view, and it must be recognised that in this matter 
the interests of the small-holder are of greater importance 
than those of the money-lender 

There is nothing wrong in the demand that the 
money-lenders of the Piovince should be compelled to 
keep accounts in a regular form Any legislative mea¬ 
sure whose object is to prevent fraud and trickery and to 
ensure honest dealing between the borrower and the lender 
should have the heaity support of every one, piovided 
it is not so flamed (as the old Bill was) as to interfere 
with the legitimate operations of trade oi to have the 
effect ot reducing the amount of capital provided by 
money-lenders annually for Punjab agiiculture 

In spite of the rapid progiess of the co operative 
movement in the Punjab it cannot be said that co-oper¬ 
ation has succeeded in solving the pioblem of agricultural 
indebtedness—it has only touched the fringe of the pro¬ 
blem, even in the Punjab This is perhaps not realised 
by official writers For example, Mr Darling in his note 
referred to above says 

“ Last year [1925-26J 183 lakhs were advanced bj village banks to 
then members, and it is a curious coincidence that this too was the amount 
upon which the rural money-lender was taxed This does not mean, of 
course, that the total income of the latter was only 183 lakhs, as only 
those with an income of Rs 2,000 oi raoie are taxed The figures 
show that the credit society is now seiiously cncioaching upon the 
domain of the money-lender ” 

It IS obvious that the growth of the credit society 
must be at the expense of the village money-lender, but 
no inference as to the extent to which the credit society 
has encroached upon the money-lender’s domain can be 
drawn from the comparison of the sum lent by credit 
societies in a year to their members with the total income 
of rural money-lenders 
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The income of a money-lender represents his profits 
on the capital lent by him. From the total income 
of money-lenders (including those who do not pay the 
income-tax) in a given year it is possible to roughly esti¬ 
mate the value of their total outstanding claims, but not 
of the advances made by them to agriculturists in that 
year. It is only by comparing the sum lent by credit 
societies and by the Mahajan within a given period that 
some idea can be formed of the relative importance of the 
two in the financing of agriculture. 

Unfortunately the amount ot the advanc(>s made by 
Maha]ans in a year to agriculturists is not known But 
an estimate may be formed as follows 

According to the Census of 1921 the number of those 
supported by ordinary cultivation [sub-ord<^r (a) of Pasture 
and Agriculture] in British Punjab was 11,756,932, of 
which 9,923,765 wcie ordmaiy cultivators ' Taking the 
average size of the family to be 4 5, 9,923,765 ordinary 
cultivators represent 2,205,281 families 

We have seen that the number of members ofco-opeia- 
tive credit societies in the Punjab in 1927-28 was 418,423 
All of them would not be oidinary cultivators, but let us 
assume that they are such, and, secondly, that eacli 
represents a family Deducting the numbei of co-operator>* 
from the total of families of oidinary cultivators, we get 
1,786,858 families of oidinary cultivatoi's who do not 
borrow from credit societies 

Mr. Darling finds that of occupancy tenants in the 
Punjab 80 per cent and of proprietors over 80 per cent 
are in debt. Ordinary cultivators include both these 
classes as well as tenants-at-will It will not be wrong 
to assume that of 1,786,858 families who are unaffected 
by the co-operative movement, not more than 20 per 


• Punjab Census Report, Pait II, (1921), p 281. 
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cent are free from debt, which gives 1,429,487 as the 
number of families that are in debt 

What IS the average amount that these families 
borrow in a year ? We do not know, but it is certain 
that those who deal with the Mahajan borrow more than 
co-operators do from their society The Mahajan does 
not discourage borrowing for any purpose, and is also 
more accommodating. We may, however, assume that 
the average sum lent by the Mahajan is the same as that 
lent b}^ credit societies to their members in a year In 
1927-28 the loans made by credit societies to 418,423 
members amounted to Rs 2,44,93,947, or an average of 
Rs 58^ per member Assuming, then, that each of the 
1,429,487 families of ordinary cultivators, who do not 
borrow from credit societies, borrowed from the Mahajan 
not more than Rs 68| in 1927-28, the total sum advanced 
by the Mahajan amounts to Rs 8,36,24,989 or 3*4 times 
the advances made by credit societies to their members 

This is probably an under-estimate for the following 
reasons (1) the number of ordinary cultivators in 1927- 
28 must have been greater than 9,923,765, which is the 
figure for 1921 It follows that the families of ordinary 
cultivatois financed by the Mahajan m 1927-28 must have 
been gi eater than the figure we have assumed; (2) as 
has been stated above, the average amount per borrower 
in the case of the Mahajan is probably much greater 
than Rs 58^ in a year 

We thus reach the conclusion that of the total sum 
leqiured for agricultural finance in a year, at the present 
time the Mahajan furnishes at least 77 per cent, very 
probably credit societies do not provide for Punjab agri¬ 
culture a sum more than 15 to 20 per cent of the total 
requirements in a year 

It IS thus seen that while the credit society has 
been encroaching upon the Mahajan’s domain, the 



419 


Mahajan still dominates rural credit. His power is far 
from being broken, and though he is doomed, hn 
supremacy is not yet gone. 

The cultivator can be rescued from the clutche!^ 
of the Mahajan only by a rapid extension of co-operative 
credit. But the development of co-operative credit 
must proceed slowly , there are dangers in a too rapid 
advance 

The co-opeiative movement in India, as we have 
seen, is wholly inspired, guided and controlled by the 
Government—in this sense it lacks the true elements of 
co-operation, whose essence is self-help. It is therefore all 
the more necessary that proper attention should be paid' 
to the quality of the .societies that are founded 

The Agricultural Commission found that iiiciease 
in numbers was not always “ accompanied by improve¬ 
ment in quality.” The movement is financially solvent, 
but the working of the societies is defective “In the 
Central Provinces, a thoroughly unsound system was 
allowed to develop into a top-heavy organisation ” In 
the United Provinces a special committee appointed 
to enquire into the state of co-operation reported that 
“the village society was mostly a sham.”* In Madias 
there was recently an enquiry into the causes of the 
steady increase of over-due loans. Most of these defects 
are due to the lack of knowledge, on the part of members 
of primary societies, of the true meaning and principles 
of co-operation. Strenuous efforts must therefore be made 
to educate them s 

In the Punjab a policy of stricter classification of 
societies and of consolidation has been adopted, as it was 
felt that the rapid advance of the last 3 or 4 years had 
led to some deterioration m the older societies 21 per 
cent of our societies (i e , those classed A and B) are 
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really co-operative, “while 74 per cent (class C) are still 
being taught to stand by themselves ” * 

Xon-credit Societies Attention in India has been 
chiehy"&oncehXr?Ltt!thoTi'*the credit society, but non-credit 
societies have not been neglected As the Agricultural 
Commission point out “ Outside the credit movement, 
the main functions of the Co-opeiative Hepartments is to 
prepaie the ground for the advice of the experts ” It 
is impossible for the expert to get into touch with the 
individual cultivatoi in the village But if the culti¬ 
vators aio grouped togcthei in societies, knowledge of 
impioved methods ot cultivation can leach them 
through their society This is the object of better 
farming societies in the Punjab, ot which theie weie 
123 111 11)27-28. The members of such societies pledge 
themselves to follow the advice of the Agricultural 
Department in cultivating their land “ Improved 
ploughs,” says the Registiar in his leport for 1926-27, 
“ harrows and chaff-cutteis, selected seed of wheat, 
cotton, and sets of Coimbatore cane are in general 
Use, while new vegetables and fruds aio being tried 
in special areas ’’f 

Other examples of co-operative effort are ruial supply 
unions which deal in gram, cloth, salt and othei house¬ 
hold requirements, stock-breeding societies, milk-record- 
ing societies and commission shops In Bombay there 
are societies of cotton glowers who pool their cotton 
and sell it jointly, and m Bengal there are co-operative 
irrigation societies which have for their object the con¬ 
struction of new and improvement of old sources of 
irrigation 

The Punjab Consolidation of Holdings Societies 
specially deserve to be mentioned. Tliese societies have 

* Report, 1927-2S, p 19, 

f Report, p 27 , 
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been doing very useful work for several years. It was 
mentioned in the Punjab Report on Co-operation for 
1919-20 that consolidation m Saila Khurd (Tehsil 
Garhshankar) reduced the number of fields from 425 to 
5, while the average size of a field was increased from 
B to 35 kanalti. According to the Report for 1927-28 
the area re-partitionod in societies registered in that year 
was over 64,(XX) acres, in which 55,665 blocks of land 
weie reduced to 8,883 The average size of a block in 
consequence increased from 1 16 acies to 7 3 acres Im¬ 
provements can be more easily made in consolidated 
than scattered holdings * 

Among non-agricultural societies the most interesting 
types m the Punjab are thiift soeieUeS; better living 
societies and arbitration societies The object of belter 
living societies is to persuade their members to give up 
dnnking and gambling, and to lediice wasteful expen¬ 
diture in connection with marriages and other ceremonies 
The numbci of thrift societies is increasing Most of 
their mombeis are school-masters but other classes of the 
community are also represented The number of arbitra¬ 
tion societies is still small, but, as the Registrar says, 
“The very delicate plant of arbitiation shows signs of 
taking root.' 


* " It IS significant that eight out of the nine hotter farming societies 
in JuUundur are to bo found in consolidated villages Equally significant is 
the tendency, mat perceptible in JuUundur and Gurdaspur, for the cultivator 
whose fields have been consolidated to leave the village and live on his 
land This is the real beginning of better farming The other advantages 
of consolidation are too well-known t-o need description Now wells 
are sunk, old ones repaiiod—581 have boon brought into use since con¬ 
solidation began [372 in JuUundur alone] , access is obtained to roadways , 
derelict land comes under cultivation . rents go up , farming becomes 
more intensive, fruit trees are planted (959 in Gurdaspur), and litigation 
diminishes,” (Report on Co operation, Punjab, 1927-28, p 25) 
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Foreign Trade 

The following table bhowh India viisible balance of 
trade in merchaiidiso and tlea■^lllo f’lom 1920-27 to 
1928-29 

In this table (-h) nidicatob net oxpoit and ( — ) net 
import 


Pinato 

192G 27 

1927 28 

1928 29 

Rs Lakhs 

Rs Lakhs 

Rs Lakhs 

Expoits of Indian mcich.iudi'.c 

+ 301,11 

1 319,16 

+ 330,13 

Re exports of foreign ,, 

+ 8,01 

+ 9,54 

+ 7,83 

Imports of foreign 

-229,98 

-246,73 

-251,42 

Balance of trade in merchandise 

+ 79,47 

+ 81,96 

+ 86,54 

Gold 

-19,40 

-18,10 

-21,20 

Silver 

-19,79 

-13,85 

-13,04 

Currency notes 

-14 

-24 

-12 

Balance of transactions in tieasuro 

-39,33 

-32,19 

-34,36 

Total visible balance of tiadc 

+ 40,14 

+19,77 

1 +52,18 


The total visible balance of trade in each year was 
in India’s favour As a rule, the value of exports of 
merchandise exceeds that of imports of merchandise, and 
there are net imports of treasuie into India Between 
1913-14 and 1928-29 there were only two years in which 
there were net imports of merchandise, 1920-21 (80 croros) 
and 1921-22 (34 crores) Including net imports of 
treasure there was in these two years an excess 
of imports over exports, 88 crores in 1920-21 and 46 crores 
in 1921-22, or the blance of trade turned again.st India. 

As compared with the pre-War year 1913-14, the value 
of both imports and exports of merchandise has consider¬ 
ably increased In 1927-28, for example, the imports of 
422 
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foreign merchandise were valued at 247 crores as com¬ 
pared with 183 crores m 1913-14; the value of exports 
of Indian merchandise in 1927-28 was 319 crores as 
compared with 244 crores in 1913-14 If allowance 
IS made for the rise of prices, it is found that the total 
volume of our foreign trade in 1927*28 was about equal 
to that in 1913-14, while in each of the other years it 
was actually less The following table shows the value 
of imports and exports ot merchandise on the basis of 
the doclaied values in 1913-11 (thus excluding the 


ineiease 

111 value due to the use of prices siiue 1913-14) 


Impoits 

R', crorts 

Exports 

Total trade in meichandise excluding 
re exports 


Rs croics 

Rs crores 

1913 11 

1S3 

241 

427 

1920-21 

112 

172 

314 

1921-22 

124 

182 

306 

1922 23 

118 

214 

352 

1923-24 

120 

240 

360 

1924-25 

137 

250 

387 

1925-2G 

143 

246 

389 

1926-27 

150 

228 

384 

1027 28 

181 

248 

429 


(The figuit'^ IK* a ntt* hnurce Hn ot th Tuidf of India 

19‘i7 28, p 1) 


It IS seen that the volume of expoits in 1927-28 was 
slightly gieatei, and that of impoits slightly less than 
m 1913-14 

Both imports and expoits aie dnided into five 
main groiqis 



Dedared value of impmis and expoi'ts in 1928-29 
m crore Es. 



Imports 

Rs Croies 

Exports 

Rs. Crorcs. 

J Food, drink and tobacco 

46 

67 

11 Raw materials and produce and articles 
mainly unmanufactured 

23 

170 

III Articles wholly or mainly manufactured 

180 

90 

IV Living animals 

V Postal articles not specified 


1 

1 

Total 

_ 

253 j 

330 


71 per cent of the imports in 1928-29 consisted of 
articles wholly or mainly manufactured, and about 72 
per cent of the exports, of raw materials and foodstuffs 
The history of the economic development of some of 
the leading foreign countries may be read in the figures 
of our foreign trade Fifty years ago the share of the 
United Kingdom in our total trade amounted to more 
than 60 per cent “ The flow of trade with other coun¬ 
tries,” says the Review of the Trade of India for 1884-85, 
“ in comparison with that between England and India, 
IS of little significance ”* The United Kingdom, then, 
was the only country which extensively manufactured 
goods adapted to our requirements, and she met with 
little competition in our markets either from home 
industries or foreign manufacturers. The situation 
has materially changed during the past 50 years This 
is shown by the following tables 





TABLE I 

Percentage share of (he United Kingdom, Germany, the United States and Japan in India's 
_ Exports and Impoiie _ 


4‘i5 
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TABLE II. 

Share of the United Kingdom in India’s Total Trade. 


Yeai 

Per cent 

1 

1 

j 

Per cent 


1 of 

I Year. 

of 


total trade. 

1 


total trade 

1875-76 

62 2 

1924-25 

86 5 

1885 86 

1895 96 

57 1 

46 4 

1925 26 

32 1 

1905 06 

42*9 

1926 27 

32 7 

1913-14 

40 9 

1927-28 

34 9 

A\erage 1909 10 to 1013 14 
,, 1914 15 to 1918 10 

10*0 

11 2 

1928-29 1 

31 4 

,, 1919 20 to 1923 24 

,39 5 

1 



I It will be seen that from 62 2 per cent, in 1876-76, 
the share of the United Kingdom in our total trade fell to 
40 9 per cent, in 1913-14, and 31 4 per cent m 1928-29 
There was a slight increase in the trade with the United 
Kingdom in the War period, the reasons for which are 
well known 

Taking imports and exports separately, we find that 
in 1875-76 no less than 83 per cent of the total imports 
came fiom the United Kingdom, the share in the import 
trade of Germany, Japan or the United States being 
negligible For 1913-14, the corresponding figure for the 
United Kingdom is 64 2 per cent and for 1928-29, 44 7 
pel cent, Moie than 16/20th of our total imports in 1^76- 
76 came from the United Kingdom , m 1928-29, some¬ 
thing less than 9/20th. 

The Review of the Trade of India for 1884-85 notes 
that about that time our direct trade with France was of 
greater value than that of any two other Eurojiean coun¬ 
tries combined. At the present time, Germany, the 
United States of America and Japan have each a larger 
share in our total trade than France. 

From practically nothing in 1876-76 the share of 
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these countries in our imports increased steadily till the 
outbreak of the War. Germany lost ground in the War 
and the post-War period, but what Germany lost, the 
United States, and particularly Japan gained. As will be 
seen, in 1928-29, the hhare ol the United States and Japan 
in our uj^orts amounted to about 7 per cent in each case 
and of Germany G 3 per cent 

The share of the United Kingdom in oui expoits fell 
from a little more than 48 per cent, in 1875-76 to 23J per 
cent, in 1913-14 There was a considerable increase in 
the value as well as volume of exports to the United King¬ 
dom during the War, but in 1928-29, of Indian produce, 
the United Kingdom took only slightly more than 21 per 
cent of the total In the same year about 12 per cent ot 
our exports went to the United States, about lOj pei cent 
to Japan and 9^ per cent to Germany 

The chief exports to Germany are raw cotton, raw 
hides and skins, raw jute, rice, lac and groundnuts those 
to the United States, raw hides and skins, law jute, lac 
and castor seed, and those to Japan, raw cotton, rice and 
iron and steel Of the total expoits of raw cotton, valued 
at about 66 crores in 1928-29, exports to Japan amounted 
to 29 crores 

Though our trade with the United Kingdom is less 
important at the present time than it was in 1875-76, still 
in 1928-29 the share of the United Kingdom in the import 
trade was more than double that of Germany, the United 
States and Japan combined, and her share in the export 
trade was about equal to that of Germany and the United 
States combined. 

That the United Kingdom has lost her former mono¬ 
polistic position in the import market of India, on account 
of the rapid industrial progress of hei rivals, is obvious 
The following table shows the share of the United King¬ 
dom in the imports of the principal articles in 1880-81 
and 1927-28 



Share of the United Kingdom in Imports 


m 



* Does not include electroplated ware 
t Includes pasteboard 

(Source for 1880-81, see Statistical Tables for British India, 17th Issue) 





In all caaea without exception ihew l«« **«“ • 
decl.no in the proportion of Britiah imports; in tome omm 
t,ho tieclmo has boea very heavy. 

By far the mo-^t important of our imports la 
that of cotton jnecc-Koods. In 1927-28 the total value 
of grey, bleache<l an<l coloured piece-goods imported 
into India amounted to 51 crorcs of rupees (grand total of 
all imports 250 crorcs). No less than 16 pei cent of the 
imports of pioce-goods came troni Japan in that year. 
Japan, is a sciious rival of the United Kingdom in the 
supply of grey (unbleached) and Japan and Italy less serious 
rivals in tho supply of coloured piece-goods 

In tho supply of apparel tho United Kingdom meets 
competition from Germany and Franco, and in that of 
woollen piece-goods from Franco, Germany and Italy 
In 1927-28, 18 per cent of the woollen piece-goods 
imported into India came from Fiance and 11 per cent 
(‘acli fiom Geiinany and Italy. The imports of silk 
piece-goods fiom China and Japan aie of greater value 
than those fiom the United Kingdom, and of silk yarn, 
from Italy, China and Switzeiland 

In the supply of alo and beer, Germany is a serious 
rival of tlie United Kingdom and in that of spirits, 
France. In machinery and millwork the United 
Kingdom’s chief competitors are the United States and 
Germany , in stationeiy, chemicals and drugs and 
medicines, Germany, and in paper. Germany, Sweden and 
Norway Of metals Belgium sent us 13 per cent of tho 
total in 1927-28 and Germany 9 per cent, while the 
United Stated claims a growing share in the imports of 
iron and steel. 30 per cent of oui total imports of hardware, 
and over 68 per cent of cutlery m 1927-28 came from 
Germany. The largest imports of salt now are from Aden 
and Egypt, of coal from South Africa, of earthenware and 
procelain from Japan, of glass and glassware from Japan, 
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Czechoslovakia and Germany , of dyeing and tanning 
substances from Germany , of umbrella fitttmgs from 
Germany and Japan, and of matches from Sweden 

Considering the comparative decline in the demand 
for British goods with the giowtli of toioign competi¬ 
tion, it is not surprising that Britisli manufacturers 
should have thought of Impel nil Pieference as a means ol 
stimulating this demand 

The question of Imperial Pieleienee was considered 
by Lord Curzon’s Goveinment in 1903 The position of 
the British Empiic in India’s tiado since 1903 lias not 
improved, but gtown worse The unpoits fiom the 
British Empire in 1903 amounted to 75 pei cent ot the 
total, and exports ol Indian produce to the British 
Empire to about 47 per cent The peicentage share 
of the British Empire in India's toreign trade in recent 
years is shown by the following table 



Iinpoit^ 

Exports 

including 

! Total trade 


% 

le exports 

1 % 

Average 1909 10 to 

1913 14 

69 7 

11 1 

52 3 

1926-27 

64 9 

38 1 

45 5 

1927-28 

54 6 

40 1 

46.3 

1928 29 

54 1 

J5 1* 

43 4* 


Both as compared with 1903 and the pio-War average, 
the share of the British Einpiie in India’s toioign trade 
to-day IS much smaller 

There is no question that the piefeiential treatment 
of British imports (British iron and steel is one example) 
will encouiage the demand for them as against imports 
from Continental Europe, the United States or Japan, 
But the gain to India under any scheme of pieference is 
doubtful. This IS because our exports consist mainly of 
raw materials and food-stuffs, i e they are not of a kind 


• Does not include re-exports 
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which will benefit appreciably from preference The 
Indian Fiscal Commission which examined this question 
in 1921-22 stated that even if the tariff policy of Great 
Britain were modified as proposed in 1904, they did not 
think that the gam to India would be large 

The dangers and disadvantages of a policy of pre¬ 
ference aio only too obvious (lX _changes in our tariff 
might be determined not with reference to the needs of 
Indian but British industries, (2) the Indian consumer 
might be asked to boar heavj^ burdens for the benefit of 
British manufacturers—in essence Imperial Preference 
means tlio pioteotion of British industries at the expense 
of the Indian consiimei , and (3) retaliation b}' foreign 
countries might involve India in taiiff wars, which would 
bring her no economic gain, but cause certain injury 

Lord Ciirzon’s Goveinment emphasized the danger of 
retaliation The greater portion of our exports, they 
pointed out, compete successfully m foieign markets by 
reason of their cheapness rather than of their quality or 
kind ’’"The articles of which India enjoys a partial or abso¬ 
lute monopoly are opium, indigo, mjiobolaii'', mohica^ jute, 
teak wood, lac and til The total value of the exports of 
these articles in 1928-29 i\as about 103 crores, or 31 per 
cent of the total value of exports m that year. Then 
theie aie othei aiticles, nz , nee, hides and skins, oil seeds 
(excluding uiohua and til,) drugs am^l spices, in the case 
of which India’s position as a sellei is of considerable 
stiongth The value of the exports of these articles in 
1928-29 amounted to (>G crores, oi 217 pei cent of the 
total value of our exports in 1928-29 It will appear that 
the world demand for about 53 per cent of our 
exports is strong, but it still remains true that the 
world buys the greater portion of our exports because 
they are cheap. India is not the only source of 

• Lttitr to the Secretary c^f State for India, 22nd October 1903. 
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supply for rice, hides and skins, oil seeds, drugs and 
spices, or other articles of which we have no mono¬ 
poly of any kind If any country or countries took 
retaliatory measures in the event of our adopting a policy 
of preference, we could not escape all injury, though the 
losses suffered b}’ the foreigner might be greater. It 
is also evident that a debtor country, having large foreign 
payments to make annually, as we do, cannot afford 
to take such risks. The Fiscal Commission came to the 
conclusion that India could not grant extensive pre¬ 
ferences without serious loss*."tjo'^herself The piinciples 
laid down by the Commission which should govern the 
application of a policy of preference were as follows 

“ In the first place, no preference should be granted on any article 
without the approval of the Indian legislature Secondly, no preference 
given should in any way dimmish the protection required by Indian indust¬ 
ries Thudly, the preference should not involve any appreciable economic 
loss to India after taking into account the economic gam which India de¬ 
rives from the preferences granted her by the United Kingdom ” 


Attention may be briefly drawn to the effects of the 
outbreak of the Great War upon our foreign trade 
In 1913-14, as we have seen, the value of the impoits was 
183 crores and that of exports 244 crores In 1914-15 
imports fell to 138 crores and exports to 177J crores 
The fall in exports was more serious In 1913-14, 
10 per cent, of our exports went to Germany and 
3 6 per cent to Austria-Hungary Taken together, 
these two countries were important purchasers of 
our raw produce, particularly food-grains, raw cotton, 
raw jute, seeds and hides and skins. The closing of 
their markets to our produce, combined with curtail¬ 
ment of exports to France and Belgium, brought about a 
fall in the value of cotton, jute, oil-seeds, etc., which 
inflicted severe losses on our grower? of these pro¬ 
ducts. 
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Soon after the outbreak of War ordinances were issu* 
ed providing for the temporary impressment of vessels, 
prohibiting financial and other dealings with enemy States, 
and making it possible to obtain information as to the 
stocks of articles of commerce, and for taking over by 
Government ol stocks unnecessaiily withheld from the 
market. The general policy of Government was to 
(a) restrict trade in food-stuffs and articles capable of 
being turned to warlike uses m the case of countries 
whence they could pass to the enemy , (b) to stimulate 
the e’lport of a few articleito the tTnited Kingdom 
and Allied counti;t£^'^(itQ|l|||||^vhieh were making muni¬ 
tions for the ATTies , andfc^^ lest net the export of a 
very few articles owing to their being needed in India 

Apart fiom restiictions imposed upon trade by 
Government, trade was much hindeied throughout the 
War by the scarcity ot tonnage and the consequent 
abnormal rise in fieights About fieights in l^lti-17 the 
Review of the Ttade of India for that year says — 

“Two additional factois in the year’s tiade were the 
famine in tonnage, and (in the last quartei of the 
year) difficulties connected with finance on account of the 
curtailment of Councils With regard to the former, the 
words ‘ no ships ’ are writ large on almost every page of 
the Rei'iew. In many respects this may be legarded 
as the principal event of the yeai At the close of the 
year fieights, in consequence ot the tonnage dilficulty, 
rose to fourteen times their pre-War level ” 

The rise in freights partly worked in our favour, for 
while it did not prevent the export of such articles 
as were needed for War purposes, it diminished imports 
and thus helped to swell the balance of trade in our 
favour. 

The War created a stiong demand for some of our 
exports. For example, the exports of hides and skins. 
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tanned and dressed, increased from 16,231 tons in 1913- 
'14 to 28,439 tons in 1918-19; of oils (in the same 
period) from 26 million gallons to about 37 million gal¬ 
lons , of raw rubber from 2*6 million lbs. to about 
14 millioiribs , of jute bags from 369 millions (number) 
to 583 millions (806 millions in 1916-17); and of jute 
cloth from 1,061 million yards to 1,103 million yards (1,231 
million yards in 1916-17) The value of imports slowly 
increased but it was wholly due to the rise of prices 
the volume of imports decreased heavily on account of 
the pre-occupation of AVestern countries with the War, 
shortage of shipping and other causes 

The principal articles of import and export, arranged 
in the order of their importance, are as follows 


I Tabu. 
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Year 1928-29. 


Imports 

! 

Lakh 

ExportH 

Lakh 


Rs 


Rs 

Cotton yarns and manufac 

1 

Jute raw and manufarturos 

8924a 

tures 

6324 , 

Cotton 

74485 

Metals 

2696 

Oram, pulse and flour 

3369 

Machinery and Millwork 

1942 

Seeds, essential 

2962 

Sugar 

1608 

1 Tea 

2660 

Oils, vegetable, mineral, and 


Hides and skins, raw 

955 

animal 

1153 i 

Leather and manufacture! 


Vehicles 

1100 , 

thereof 

944c 

Provisions and oilman’s stores 

621 ] 

Metals and ores 

891 

Hardware 

523 , 

Lac 

864 

Instruments, implements and 

1 

1 

Wool, raw and manufactures 

59Cyi 

apparatus 

491 ; 

Oil cakes 

384 

Railway plant and rolling 


Paraffin wax 

245 

stock 

476* 

Rubber, raw 

199 

Woollen yarns and manufac 


Coffee 

169 

turos 

452 . 

Spices 

158 

Dyes and colours 

Paper, pasteboard and sta 

436 1 

Opium 

157 

tionery 
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Silk yarns and manufactures 

377 , 



Glass and glassware 

311 



Liquors 

294 



Spices 

294 , 



Rubber manufactures 

285 



Tobacco (cigarettes, etc ) 

274 . 




Attention may finally be drawn to the growth of the 
export trade in wheat before the War, and the changes 
m the trade since the War. 

The effect of the export of wheat on itis price has 
been discussed before. The following table shows the 
quantity of wheat exported from 18(59-70 to 1928-29 — 

• Value of imports of railway plant and rolling stock in 1927 28 
(Source Monthly Accounts of the Sea borne Trade of India, for March 
1929) 

(a) Jute raw 3234 lakhs , manufactures, 5690 lakhs 
(5) Cotton raw, 6669 lakhs , manufactures, 779 lakhs 
(c) Hides and skins, tanned or dressed, 931 lakhs , unwrought leather, 
11 lakhs , leather manufactures, including boots and shoes, 
2 lakhs 

yd) Wool, raw, 488 lakhs ; manufactures 102 lakhs 
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Quantity of Wheat Exported from British India, 1869’70 to 
1928-29 


Y( ai 

1000 c\vti> 

1 

\o<ii jlOOO cwts 

1 

Ylmi 

1000 cwts 

1869-70 

78 

1889 90 

13,802 

1909 10 

21,011 

1870-71 

218 

1890 91 

14,320 

1910-11 

25,323 

1871 72 

637 

1891-92 

30,306 

1911 12 

27,223 

1872 7J 

391 

1892 93 

14,973 

1912 13 

33,203 

1373 71 

l,To5 

1893 01 

12,156 

1913 11 

24,044 

1371 75 

1,07 3 

1894 9o 

6 890 

1911 15 

14,127 

1875 76 

2,510 

1895 96 

10,001 

1915 16 

13,057 

1876-77 

5,586 

1896-97 

1,910 

1916 17 

14,978 

1877 78 

6,373 

1897-98 

2,392 

1917-18 

29,087 

1878 79 

1,056 ; 

1898 99 

19,520 

■ 1918-19 

9,622 

1879 80 

2,201 1 

1899 00 

9,704 

1919-20 

1 172 

1880 81 

7,444 1 

1900 01 

50 

1920-21 

i 4,753 

1881 82 ; 

19,901 

1901 02 

7,321 

1921 22 

1,616 

1882 83 

14,193 

1902 03 

10,292 

1922 23 

4,403 

1883-84 

21,001 

1903 04 

25,911 

1923-21 

1 12,765 

1884 85 

15,849 

1901 05 

43,000 

1924 25 

22,233 

1885 86 

21,068 1 

1905 06 

18,750 

! 1925 26 

1,232 

1886 87 

22,263 

1906 07 

16,028 

1 1926 27 

3,518 

1887-8b 

13,538 

1907 08 

17,610 

1927-28 

5,994 

1888 89 

17,611 

1908 09 

2,195 

1928 29 

2,294 


{Source Statit/ical Tabfei/or Britinh India, 7th Ibsuo and Stat Abs ) 

Export on a considerable scale began after 1881. 
Between 1881-82 and 1893-94 the quantity exported an¬ 
nually on an average amounted to over 17 million cwts. 
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Exports fell off in years of famine or scarcity, for 
example, in 1896-97, 1897-98 and 1900-01 the exports 
were negligible, but in 1904-05 they reached the record 
figure of 43 million cwts In the quinquennium im¬ 
mediately preceding the War the exports averaged 26 
million cwts., or a little over 1^ million tons annually. 

Since the War there has been a decline in exports. 
The production and export of wheat in quinquennial 
periods from 1895-06 to 1924-25, and in the triennium 
1925-26 to 1927-28 are shown by the following table — 

Production and Export of Wheat 






Yield 111 


Internal 

Percentage 

\\ 

or.vgc 

imlhon 

acres 

1000 

tons 

1000 

tons 

con sump 
tion 1000 
tons 

of exports 
to produc 
tion 

1m 

yatje 







1806 OG 

to 

1899 00 

22 6 

i 6,029 

435 

6,594 

72 

1900 01 

to 

1904 05 

25 5 

7,676 

866 

6,810 

1 113 ' 

1905 06 

to 

1909 10 

26 6 

8,092 

766 

7,336 

93 

1910-11 

to 

1914 15 

JO 6 

9.663 

1,239 

8,424 

, 12 8 

1916 16 

to 

1919 20 1 

JO 5 1 

9,288 

668 

8,620 

' 7 2 

1920 21 

to 

1924 25 

29 6 1 

9,007 

458 

8,549 

! 61 

1925-26 

to 

1927-28 ' 

31 3 1 

8,466 

229 

' 8,237 

1 27 


(Source Arfa aiui yM>ld of prmttpal ctojt *n Indta") 

It IS seen that the largest (average) quantity export¬ 
ed, representing the highest proportion of the crop, was 
in the period 1910-11 to 1914-15 Successively smaller 
quantities, lepresenting successively smaller proportions of 
the crop were exported in 1916-16 to 1919-20 and 1920-21 
to 1924-25, while m the triennium 1926-26 to 1927-28 
there was a further fall. 

The falling oflf in exports, particularly in recent years, 
has given rise to much speculation Its chief cause is saud 
to be the growth of internal demand owing to a rise in 
the standard of living ; a contributory cause was the pro¬ 
hibition and regulation of export during the War. 
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Exporters seem to take a gloomy view of the situation. 
It IS thought that in the coming years, India, so far from 
exporting wheat, may become a wheat importing coun¬ 
try 

The total consumption of wheat m India at the pre¬ 
sent time IS undoubtedly greater than it was at the beginn¬ 
ing of the piesent century the natmal growtli of the 
wheat-eating population would, peihaps, largely account 
for it. But there has been no large change during the 
past 16 or 17 yeais either in production or internal con¬ 
sumption, as will appear from the table given below — 

Production and Expot f of Wheat 



1 

Aioa in 

Yield 

E\poit 

Intern il 
coiisiimp- 

Percent¬ 
age of 

Year 

million 

acres 

1 

1000 

toil'. 

1000 

tons* 

tion of 

Cl op 1000 
tons 

exports to 
pioduo- 
tion 

1009-10 

28 1 1 

! 0,633 

1 310 

8 314 

13 7 

1910-11 

30 6 

10 062 

1 300 

8,702 

13 5 

1911-12 1 

31 1 

1 9 924 

1 1,751 

8,173 

17 6 

1912 13 1 

30 1 

' 0 863 

1,308 

8,555 

13 3 

1913-14 

28 5 

8,367 

777 

7,590 

9 3 

1914-15 1 

32-5 

10,098 

731 

0,307 

7 2 

1915-16 ' 

30 3 

8 653 

813 

7,810 

9 5 

1916-17 1 

' 32 9 

10,236 

1,549 

8,687 

15 1 

1917 18 

35 5 

9 922 

517 

9,105 

5 2 

1918-19 i 

23 8 

7,507 

■<3 

' 7,434 

1 ^ ° 

1919-20 i 

2" 0 

10.122 

310 

9,803 

32 

1920-21 

25 8 

(> 706 

I 107 

, 0,530 

2 5 

1921-22 j 

i 28 2 

0,830 

' 287 

, 0 543 

1 2 0 

1922-23 * 

^ 30 9 

[ 0,974 

7U 

0,260 

i 7 2 

1923-24 ; 

, 312 

0 660 

1,216 

8,444 

1 12 6 

1924-25 

! 31 8 

8,866 

302 

' 8,564 

3 4 

1926-26 

30 5 

8,606 

' 254 

' 8,442 

20 

1926-27 

31 3 

8,941 

1 381 

1 8,560 

4 3 

1927-28 

32 2 

7,736 

1 187 

7,549 

2 4 


* Includes wheat flour (100 wheat flour = 133 1/3 wheat) Exports 
shown against each > car are those which took place in the following year 
Thus 1,751,000 tons of wheat (including flour) were exported not in 1911*12 
but in 1912-13 Wheat exported in 1911-12 would bo out of the 1910 11 crop 
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Taking the average of the five pre-War years 1909- 
10 to 1913-14, we find that the area under wheat was 29*7 
million acres, yield 9,570,000 tons, export 1,303,300 tons, 
and proportion of exports to production 13 7 per cent. 
Deducting exports Irom average production, the average 
quantity of wheat loft for internal consumption was 
8,‘267,0(X) tons annually , in thieo of the five years inter¬ 
nal consumption exceeded this amount At the present 
time, internal consumption amounts to about 8J million 
tons annually, oi it is only slightly in excO'>s of the pre- 
War figure Such slight increase as has taken place in the 
internal demand during the past 15 or 17 years would 
be wholly accounted for by the natural giowth of num¬ 
bers. 

The decline of exports <luiing the War was due to 
abnormal conditions In more recent years exports have 
been restricted owing to shortage in production In each 
year, from 1921-25 to 1927-28 the yield was less than 9 
million tons, while in a good year production amounts to 
about 10 million tons In 1923-24 production exceeded 
9 0 million tons and 12 5 per cent of the crop was ex¬ 
ported. Ajiart troni conditions of demand and price in 
the world’s wheat markets, our ability to export wheat 
depends on pro<lucing a “surplus” over and above the 
lequiiements ot the population, which may be estimated 
at 8j million tons, AVo exported very little wheat during 
the past torn years as we produceil \ery little more than 
the amount ie<iuired for out own coiiMimption. 

Of the million tons of wheat which are consumed 
in the country annually, 750,000 to 1,000,000 tons are 
used as seed, leaving, sa}’, 7,500,000 tons for actual con¬ 
sumption. Assuming that lbs is the quantity consum¬ 
ed daily by a wheat-eater, 7J million tons would feed a 
population of about 40 millions for a year The wheat eat¬ 
ing population of India, however, is estimated to be more 



440 


than double this number (about 100 millions) Any 
wheat that is exported from India is therefore a “ surplus ” 
only in the sense that high price limits the demand of 
potential buyers, who substitute other grams for wheat in 
their consumption. 

The future of the wheat trade is uncertain It is 
however, probable that with the growth of numbers the 
exportable “surplus” will decrease, unless production 
expands. 

Between 1896-96 and 1913-14 theie was a rapid in¬ 
crease in both the area and the yield ot wheat Since 
1913-14 conditions have been practically stationary T' e 
amount produced in a good year now is neither more nor 
less than what was produced in a good year iinmediately 
before the War If the next ten or tilteon years show no 
substantial increase in the outturn, wheat exports will con¬ 
tinue to declme and they may cease altogethei 

A considerable increase in the area under wheat in 
India as a whole, m the coming years, is not expected, and 
the only hope of increasing production lies in increasing 
the average yield per acre which at present is very low — 

Wheat Yield per acre * 



1921-22, 

lbs. 

192C-27, 

lbs 

1927 28, 
lbs 

United Provinces 

875 

! 

824 

707 

Punjab 

939 

723 

607 

Bihar and Orissa 

1,079 

944 j 

781 

India 

781 

642 

540 


* Area and Yield of Pimcipal Cropn, 1926 27^ and Indian Trade Journal, 
16th August 1928 
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The yield per acre can be largely increased by inten¬ 
sive cultivation. Mr Albert Howard * is of opinion 
that on good land yields as high as 30 maunds per acre 
can be obtained, and even moie The conditions ol 
success mentioned by him are (1) the use of improved 
varieties of seed, (2) an adequate supply of fermented 
organic matter applied either to the crop which imme¬ 
diately precedes wheat in the rotation or to the wheat crop 
itself, (3) improvement of the surface drainage of the land 
on which wheat is grown so as to allow the surplus 
rainfall to dram off easily, and (f) an adequate supply ol 
water 

Unless their farming becomes progressive, Indian 
farmers will find it increasingly difficult to compete in the 
world’s wheat markets The four largest exporters of 
wheat are the United States ol America, Canada, Argentine 
and Australia Of these Canada shows the greatest pro¬ 
gress, the area under wheat having more than doubled m 
Canada in 1027 as compared with the average foi 1909—13 
Further, all exporting countries have considerably 
improved not only their methods of pioduction, but 
transport and sale organisations 


Capital, ' Indian lndn«trtei and Ttnde Snp/iltint'Hf, 13th Deoerabet 1928 



CHAPTER XXIV 


Industrefs 

The industrial backwardness of India'* has been due 
to several causes, among which the neglect of applied 

* The Indian Industriiil Commission (1916 18), thus described the 
deficiencies in the production of ai tides — 

“ The blanks in oui industiial catvlogue no of \ kind most sur 
piisiug to one fanuliai onl> with Euiopcan conditions \Ve ha\o ilieudv 
alluded generally to tho bxsic doficieiicios m our iioii ind stocl in- 
dustues, Hid have explained how, as a result of those, the many ev- 
collent cngiuoeiing shops in India arc mainlv deioled to repiu Moik, 
or to tho manufacture hitherto mainly from iinpoited materials, of com 
paratuely simple structures, such as roofs and bridges, wagons and 
tanks India can build a small man no engine and turn out a locomo¬ 
tive, provided ccitam essential parts are obtained fiom nbioad, but she 
has not a machine to make u.ails or screws, nor can she manufacture 
some of tho essential parts of electrical maohinorj Electiical plant 
and equipment are still, therefore, all imported, in spite of the fact 
that incaiidoscent lamps are used by tho million and electric fins by tons 
of thousands India relies on foreign supplies for steel springs and 
iron chains, and foi wire ropes, a vital nocessitv of hei mining industry 
We have already pointed out tho absence of any manufactuie of textile 
machinery, and with a few exceptions, even of textile mill accossoiies 
The same may be said of tho equipment of nearly all indnstnal concoins 
The list of deficiencies includes all kinds of machine tools, steam engines 
boilers, oil and gas engines, h^diaulic presses .and hoa\\ cianos Simple 
lathes, small sugar mills, small pumps and 1 \aiiety of odds and ends 
are made in some shops, but tho basis of their manufactuie and tho 
limited scale of production do not enable them to compete with im 
ported goods of similar character to the extent of excluding the lattoi 
Agricultur.sts’ and planter-,’ tools such as ploughs, mamoofie.^, spades, 
shovels and pickaxes are mainly imported, as well as tho hand tools of 
improved character used in most cottage industnes, including wood 
working tools, healds and reeds, shuttles and pickets Bicycles, motor 
cycles and motor oars cannot at present be made m India, though the 
imports under these heads were valued at Rs 187 lakhs in 1913-14 
'■’>61 lakhs 111 1928 29J Tho manufactuie of common glass is earned 
on in various localities, and some woika have turned out ordinary 
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science, the laissez faire policy of the Government in 
regard to industries, and the shyness of Indian capital 
for modern enterprises may be mentioned As is well 
known, one of the most important causes of Germany’s 
industrial leadership is her zeal for scientific studies and 
the application of science to practical problems In 
India, till recently, the stinly of science occupied a very 
minor place in the educational system The education 
imparted in our schools and universities is still mainly 
of a literary type, which accounts foi the utter lack in 
India of scientific and business experts who could help 
in the organisation of industries and who have, thcrelore. 
tobeimpoited Again, as we have seen, in industrial matters, 
(he Government in the past, with few exceptions, follow¬ 
ed a ‘ lot alone ’ policy “ The political and economic 
conditions of India,” wrote the Industrial Commission, 
“have created a large expoit and import trade, and this 
trade has brought about the present industrial position ”t 
Unrestricted fieedom of importation is responsible in no 
small inoasuio for the industrial backwardness of India. 
It largely explains the shyness ol Indian capital for 
modern enterprises There was never any serious lack of 
capital in India, but Indian capital was chiefly invested in 
agriculture and a few manufacturing industries, as jute 
and cotton Piofits in most of the industries affected 

domestic utensils and bottles of fair quality, but no attempts hi\c been 
made to pioduco plate or shoet glass, while optic.il glass niauufactuie 
hi8 nevoi ovon been mooted Tho extent of our dopondeuco on imported 
glass IS evidenced bj tho fact that in 1013'14 this was valued at Rs 164 
Ukha [2S7 lakhs m 1928 29] Porcelain insulators, good enough for low 
tension currents, are manufactured, but India does not produce the 
higher qualities of eithei porcelain or china Attention has been direct¬ 
ed to tho building of steel ships, but until tho local supplj of steel 
has boon greatly incieasod, it is more than doubtful if expectations m 
this direction can bo realised, and it is probable that there are other 
ways in which our present relatively small supplies of Indian steel can 
be quickly and more profitably utilised ” (,Report, 55). 
t Report, 49, 
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by foreign competition were very uncertain, and Indian 
capital avoided these industries. Lastly, in the purchase 
of Government stores very little advantage was taken ot 
the rules intended to encouarge the purchase of locally 
manufactured articles, and Governmont Departments 
generally indented on the India Office for their lequire- 
ments 

The War foiced the Government of India to direct 
their attention to the question of developing Intiian 
industries The unprecedented shrinkage of im¬ 
ports made the eountry realise, as it had never 
realised before, the terrible consequences ot 

too great dependence upon othei countries for the 
supply of things essential in peace and war. Tlie In¬ 
dustrial Commission emphasized the danger of industrial 
deficiencies in the following words — 

“The list of industiies which, though their products are essential 
alike in peace and war, are lacking m this country is lengthy and almost 
ominous Until they are brought into existence on an adequate scale, 
Indian capitalists will, in times of peace, be deprived of a number of 
profitable enterprises, whilst in the event of a vvai which renders sea 
transpoit impossible, India’s all impoitant existing iiidustucs will bo 
exposed to the risk of stoppage, hor consumeis to groat hardship, and hei 
armed foicc'. to the giavest possible danger 

Every effort was made by the Government during 
the War to develop industries whose products were re¬ 
quired, directly or indirectly, for war purposes The 
Indian Munitions Board was established m February 19] 7 
The tunctions ot the Board were “to control and develop 
Indian resources with special reference to the needs 
created by the War, _to limit and co-ordinate demands 
for articles not manufactured or produced in India, and 
to apply the manufacturing resources of India to War 
purposes with the special object of reducing demands on 

* Heport^ pp, 55 56 
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shipping ” The primary object of the Munitions Board 
was to meet the demands of the armies operating in 
Mesopotamia, but it helped veiy materially in the deve¬ 
lopment of Indian industries by purchasing in India arti¬ 
cles and materials needed for the civil and military de¬ 
partments and for the railwa3s by diverting, so far as 
it was practicable, orders foi articles and materials from 
the United Kingdom to manutai turers in India; by giv¬ 
ing assistance to individuals and firms who desired to 
import plant or to engage technical and chemical experts 
and skilled labour from England or elsewhere in order to 
establish new industries or develop old ones , and by 
the dissemination of infonnation and expert advice 
and the giving of other direct or indirect encouragement 
to persons prejiared to establish new industries m India 
During the 18 months, from 1st April 1917 to the end 
of September 1918, the Board spent 34 crores of rupees. 
The stores were purchased by the Board mainly from Indian 
firms. 

The Munitions Board paid special attention to the 
encouragement ot ‘ key ’ industries For example, some 
of the accessories used by the milling industries in India, 
such as roller skins, pickers, sheep skins for rice-polishing, 
belting, etc , are now made in India Other industries 
to which considerable attention was paid were the manu¬ 
facture of anti-fnotion metal, ferio-manganese, glass, 
pottery, refractory bricks, disinfecting fluids, tea-pruning 
knives, tea chests, asbestos, boiler composition, glucose, 
coir articles and graphite ciucibles 

Apart from action taken by the Government to en¬ 
courage Indian industries, the rise of prices caused by the 
heavy decrease in all kinds of imports gave a great 
stimulus to Indian manufactunng enterprise. Attempt was 
made by manufacturers to fill the gap caused by 
the shrinkage of imports. Old industries were strength- 
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ened and enlarged and new uidubtries weie established 
But for certain causes, arising out of our pre-War in¬ 
dustrial weakness, the growth of industries during the 
War would have been even more rapid than it was 
These causes were (1) the difficulty ot impotting machi¬ 
nery and nidtenals such as aie not made in India , (2j 
the shortage of coal and coking plant and the shoitage 
of railway wagons and coasting vos>els , (3) the difficulty 
of procuring from abroad chemical and technical experts 
and (4) the shortage of skilled laboiii 

Metallurgical Industries 

There is no lack in India ot law mateiials iccpiired 
tor the development of metalluigical ludustiies This 
fact was well known to the ancients NcaiJy 300 13 0, 
Megasthenes wiote that India “ has under-giound numer¬ 
ous veins ot all sorts ot metals, for it contains much gold 
and silver and copper and iron in no small quantity, 
and even tin and other metals which are employed in 
making articles of use and ornament as well as the im¬ 
plements and accoutrements of AVar’ " 

Writing 111 1881 in the introduction to his Economic 
Geology of India " V Ball thus commented on the pass¬ 
age quoted above — 

“ To many it may appear that it was a fanciful and fabulous India, 
\ery different from the country as it is now known to us To such 
the facts set forth in this work not only as to the extent of the mincidl 
resources, but also as to the extent of the ancient muung operations, will 
come almost as a revelation 

“ Speaking goncrallj, the value of the majorilv of the deposits is 
relative to external circumstances Were India whollv isolated ftom 
the rest of th? world, or were her mineral productions protected from 
competition, there cannot be tho least doubt that she would bo able, from 
within her own boundaries, to supply verj nearly .all the requiicments, 
m so far as the mineral world is concerned, of a highly civilised com 
mumty But the consumer would probably have to pay more than he 
does at tho present day” 

* “Industrial Handbook,” published by the Indian Munitions 
Board, p, 123 
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About 1881, however, no important metallurgical in¬ 
dustries, working on modern lines, existed in India. It 
was in 1885 that the Mysore Gold Company was found¬ 
ed The Jiarker Iron Woiks were, indeed, established 
in 1875, but it was not until 1899 that the Company 
succeeded in piodiicing pig iron at a profit Thus, at the 
beginning of the present century, the only successful 
metallurgical woiks were the gold mining and reduc¬ 
tion plants of Kolar and the Barker Iron Works Great 
progiess has, however, been made during the last 25 
years. In 1905 the ITutti Gold Mines (Ifydeiabad Statej 
commenced operation In 1907 the Tata Iron and Steel 
Company was established. In 1909 the Buima Mines, 
Limited, was started The Indian Iron and Steel Company 
was floated in 1918 with the object of producing pig iron 
In the same year the regular proiluction of blister copper 
began in India 


The following 
mineials produced 

table s,bo\vs the 
in India — 

value of 

certain 


1914 , 

tiooo 

1927 

£1000 


Mangincsu ore 

877 

2.844 


Lead and lead t)ii 

SO‘2 

1,641 


Hold 

2 ‘138 

1 627 


Sihei 

97 

709 


Tin uu\ tm (Me 

18 

191 


Iron oie 

11 

381 


Coppei (Me and in itlo 

7 

314 


Tungsten ore 

179 

43 



of the (ipuhxfunl Saicd/o/ Ivdtu, Vofi. \fi mid Ivi Part J) 


Iron and Sfeet. 

The first fruit of the labouis of the Tariff Board was 
Act No XIV ot 1924 to provide foi the fostering and 
development of the steel industry in British India. The 
Act authorised the Governor-General m Council to give 
bounties on steel rails and fish plates and on railway 
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W^M tOMmpaniwproduomg the«e article,, registered 
under the Indian Companies Act of 1913 , with a rupee 
capital, and having a certain proportion of Indian 
^T5ire5ors, and imposed duties of jO to 40 per cent on 
imp^eJ steel acoonling to the stage of 

''TUScn^S^tiire of the imported article, and the requirements 
of the Indian industry. Protection m the first instance 
was granted for a peiiod of jhioe years, imni the end of 
3farch lf)2Z. The rise in the inpee exchange after the 
passing of the Act and the continued depression in the 
the steel industry in European countries led to two 
further enquiries by the Tariff Board m 1024 and 1025 
The Tariff Board recomtneiided the grant of bounties on 
the production of steel ingots subject to a maximum of 
60 lakhs for the year ending 30th September 1925, and 
60 lakhs for the eighteen months ending 31st March 1927 
The situation was re-exammed by the Tariff Board in 
1926 It recommended the continuance of protection for 
a period of 7 years, that is until 1933-34 The system of 
bounties was discontinued on the ground that it was 
likely to prove very costly. The production of the Indian 
steel industry was increasing, and it was doubtful whether 
the revenue from the protective duties would bo sufficient 
to cover the cost of the bounties Further, an element of 
preference was introduced in the duties levied on imported 
iron and steel. Two scales ot duty have been ado[)ted— 
“basic duty’’ and additional duty ” The “basic duty” has 
been fixed with reference to the price of steel imported 
from the United Kingdom All steel imported 
into India, whether from the United Kingdom or the 
Continent of Europe pays the “basic duty ’’ Continental 
steel also pays the “additional duty," which is based on the 
difference between the prices of British and Continental 
steel, making allowance for the difference of quality 
between the two. 
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It IS expected that by 1933-34 the Indian industry 
would be able to moot Biitiah competition, but it may 
still require protection against Continental steel 

India possesses great natural advantages for the 
production of steel Most of the raw materials required by 
the industry exist in India. There are large deposits of 
iron-ore m many parts of India, the most important of 
these deposits he in the “iron bolt” which extends over the 
districts of Singhbhum and the ailjoniiiig feudatory States 
of Orissa. The belt contains enormous quantities 
of extremely rich iron-ore in which the proportion of 
raotalhc iron frequently exceeds (iO per cent As regards 
coking coal, according to export opinion, “ there is enough 
coking coal in India to supply the iron and steel industry 
with 4 million tons of metallurgical coke per annum for 
the next 150 years at least ” The ore deposits of Singh- 
bhuin and Orissa arc situated at a distance of about 
‘200 miles from the coal fields. The Tata Iron and Steel 
Company at Jamshedpur at present brings its iron-ore 
from a distance of about 50 miles and its coal from an 
average distance of a little over 1(X) miles Instances 
could bo given of iron and steel companies in Europe as 
well as America which bring their ore or coal from longer 
distances The Indian supplies of liino'.tone and dolmite for 
fluxiiig, though not very superior m quality, are sufficient 
for the puposo. Manganese and refractory materials are 
also obtainable in India 

India produces pig iron more cheaply than any 
country in the world. This is of some advantage in the 
manufacture of steel, but the cost of subsequent processes 
is high. Again, there is scarcity here of skilled labour, 
and we have to import skilled supervision from Europe or 
America The Indian manufacturer must also import 
practically the whole of his plant and machinery and also 
a large proportion of his consumable stores and spare parts. 
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Pig iron IS made in India by the Bengal Iron 
Company, the Tata Iron and Steel Company, the 
Indian Iron and Steel Company and the Mysore Govern¬ 
ment. The Tata Company produces about two-thirds 
of the whole output 

The Tata Company is practically the only Company 
which makes steel on a large scale in India There are other 
steel works (e g , Government Metal and Steel Factory at 
Ishapur, E. I Railway Works, .Jamalpur, and B B. & C I 
Railway Works, Ajmer, and two others) but they were 
established to meet special requirements, and thoir output 
IS not more than 5 per cent of the Tata’s 

The production of both pig iron and steel has rapidly 
increased and it is interesting to study the growth of in¬ 
ternal production in relation to impoits 

The following statement shows the production of 
pig iron from 1923 to 1927 — 


Ycai 

Ton^ 

~ 1923 

699^516"“ 

1924 

872,547 

1925 

880,075 

1926 

902,433 

1927 

1,140,051 


Between 1923 and 1927 pioduction thus hum eased 9U 
per cent The impoits and expoits ot pig iron trom 
1921-22 to 1928-29 arc as follows — 

Impo) ts. 



Qu.intity 

Value 


Tons 

Lakhs 

1921-22 

23,093 

27*0 

1922-23 

12,779 

12 9 

1923-24 

3,786 

4 2 

1924 25 

3,425 

4 6 

1925-26 

2,895 

3 2 

1926-27 

1,627 

2 6 

1927-28 

5,104 

60 

1928 29 

3,160 

4 1 
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Exports. 


1021 - 2‘2 
1922-23 
1923 21 
1624 25 

1925 26 

1926 27 

1927 28 
1928-29 


Quantity 

Tons 


59,517 

118,545 

183,195 

311,326 

381,989 

309,505 

393,249 

448,916 


V^aluo 


Lakhij 


53 6 
91 5 
127 8 
216-8 
175 5 
139 6 
178 8 
211 5 


Tho (quantity oi jiig iron imported in 1928-29 was 
Jobs than ono-sovontli of that imported in 1921-22, while 
the ([iiantity exported in 1928-29 was more than seven 
times greater than that exported m 1921-22 The 
principal exports are to Japan, 353,681 tons in 1928-29 
out of a total export of 418, 940 tons of pig iron"** In 
the same year the United States purchased from us about 
53,000 tons ot pig iron 

The production of steel is shown by the lollowing table 



Steel ingots 

Finished steel 


Tons 

Tons 

1916-17 

139,433 

98,726 

1921-22 

182,107 

125,871 

1926 27 

530,473 

374,221 

1927-28 

599 565 

428,6541 


* “ Our pig iron trade with Japan has continued to bo satiafactoiy, and 
we have not in fact been able to meet tho entire demands of our customers ” 
(Speech delivered by the Chairman of the annual mooting of shareholders 
of the Tata Co. on 27th September, 1928)) Tho exports to Japan in 1927-28 
amounted to 271,000 tons, valued at about 124 lakhs 

t Includes 20,311 tons rolled from imported billets 
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In spite of the considerable increase in prod no Lion, 
imports of steel are increasing, as is shown by the figures 
given below — 

Imports of Steel. 



Ton-^ 

Lakh Bs 

1921 22 

i 

613,000 

21,13 

1926-27 


[ 846,000 

16,76 

1927-28 


1,197,000 

21,43 


The increase of impoits is due to the increased 
consumption of steel in building and public works, and 
by the railways''' 

The Tata Iron and Steel Company has a capital of 
about 10 Va orores and gives employment to 30,000 workers 
A scheme for extensions is under consideration, and when 
it IS carried through, the production of pig iron by the 
Company will be over 800,000 tons (644,000 tons in 
1927-28) and of finished steel about 600,000 tons 
Attempt IS being made by the Company to improve the 
efficiency of labour It is estimated that the cost ot 
producing steel on the Continent of Europe is about 
Es. 15 per ton, while it was over Rs 30 at Jamshedpur 
in 1927-28 It is necessary to improve the training 
and organisation of Indian labour in order to increase 
efficiency and reduce costs 

* “ In Indici the has been marked by a groat increase in tbo 

consumption of steel In spite of oui incioased production, imports haio 
increased even more rapidly, and more and moie steel is being used in 
building and public works If the use of steal increases oven at a slower 
rate in future, we need have no anxiety about the market for our increasing 
production. The new Railway programme has also increased consumption 
and there have been very large imports of rails We should have liked 
to make those rails ourselves, but we have not been able to make sufficient 
steel during the year The construction of new lines of railway is an 
advantage, as they inevitably mean an increasing consumption of steel of 
all kinds ” (Chairman’s speech.) 





453 


In view of the charge brought by a member of the 
Simon Commission against the Tatas that they were the 
worst employers of labour in the world (subsequently with¬ 
drawn) it is interesting to read the following statement made 
by the Chairman of the aniiiial general meeting of the 
Tata Iron and Steel Company on the 27th September 
1928 •— 

“ Last year, t lie average wages of the whole of the 
staff at .Jamshedpur from top to bottom, but excluding 
all payments to covenanted hands, was about Rs 33 per 
month, which we claim is higher than that paid in any 
large industry in India Under the new conditions, the 
corresponding average will be about Rs 40 ” 

The establishment of the iron and steel mdustry has 
led to tliG inception of two other industries, the (railway) 
wagon industry and the tin-plate industry. 

The Government of India announced in March 1918 
that they would purchase annually 3,000 wagons in 
India for ten years This announcement (cancelled in 
1924) undoubtedly acted as an incentive to wagon making 
in India. If the policy announce<l in 1918 had been 
adhered to, India, probably, would have been rendered 
entirely independent of imported wagons. 

Between 1919 and 1924 wagons ordered in India 
totalled 6,623 against 32,669 contracted for abroad, 
in 1924-27, 7,023 wagons were purchased in India against 
15,370 secured oveiseas The position of the wagon 
industry, assisted by these orders, was improving rapidly 
when suddenly came the discovery by the Railway 
Board that it possessed 30,000 wagons in excess of 
requirements ’ The present position is that the orders 
placed with the industry do not much exceed one-third 
of the capacity of all the wagon firms. 

The total annual consumption of tin-plate in India 
IS estimated at about 70,000 tons, chiefly m the form 
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of kerosine and petroleum tins. The chief law material, 
steel, IS supplied by the Tata Iron and Steel Company 
and tin is imported from the Straits Settlements. The 
Burma Oil Company purchases the greater part of the 
output The Indian Tin-plate Company started opera¬ 
tions in 1922-‘2d witli workers impoitod irom Wales. 
But now Indians have been tiaincd to the work, 
and it is claimed by the maiiufacturois that the tin 
plant at Golmiiii, near the steel plant at Jamshedpur, 
“can challenge compaiison with any othoi plant of 
similar capacity,” both as regards quantity and ipiality 
of output 

Jute. 

The inception and development ut the jute industi^ 
IS wholly due to foreign enterpiise * , the industry is also 
laigely financed with foieign capital. Tlic following table 
shows the growth of jute production — 

Area and Yield of Jute 


Ycai-> 

Aica Ifillion 
.lOlCs 

Yield. Million 
biles (100 lbs 
each) 

A reioift— 



1895-96 to 1899-1900 

2 0 

5 8 

1915-16 to 1919 20 j 

2 6 

8 0 

I'e'//— 1 



1926-27 

1 5 8 

12 1 

1927-28 j 

I t 

10 2 

1928-29 

3 1 

9 9 


* The following passage taken from the Imperial Gazetteer of India, 
Vol III, relates the early history of jute — 

“ Jute fibre was first experimented with by Europeans in 1820, the 
lesult being so unfavourable that brokers were for some ycais subsequently 
required to give a guarantee that sales of fibre offocted by them were free from 







455 


Among our exports, jute is of the first importance 
The growth of exports in recent years is shown by the 
following figures — 

Jute Exports QuantUif 


War i 

" xvllnao I 

a\erage ^ ^ |a\crago , 


Juto, i.iw, 1000 tons 761 401 

Jute inaiiufaotuios 

Bigs No, millions 130 715 

Cloth, million jards 909 1177 

Value in trore rupees. 

Jute, riw 22 2 1‘2 8 i 19 5 20 8 ‘30 7 32 3 

Bags 9 1 21 0 181 24 1 I 23 3 24 9 

Cloth 10 S 21 5 I 21 7 28 4 , 29 0 21 0 

It Will bo noticed that while the exports of raw jute 
declined during the War, those of jute manufactures in¬ 
creased. As compared with the pre-War average, there 
was a substantial increase in l‘.)28-21) in the quantity of 
expoits, while tlieii value increased more than 100 percent. 

.idulteritiou \Mth juto Oiu* of thuL irliost ooinmcrcuil icfoipuces to the fibre 
octuis 111 thi3 Customs lotiuiis of 1S28 In that je.ir 3()4 cwt of r.a\v fibre, 
valued at Rs 020, weio txiKirted to Europe The manufacture of gunny bags 
and cloth was at that time entirely m the hands of the Bengal peasant 
we.v\ers, but the tiafiic could not ha\c been \oi) extensive In 1832 an 
enteipusing Dundee m.iuufactuioi cvpcnnicnted once more with the fibio, 
and was able to show th it it might bo used as a substitute for hemp From 
that date jute gained 1 ipidly in popiilai fivoiir It wis locognised that it 
was capable of the most minute separation, but it is only within the past few 
jears that this advantage has boon utilized for the hner textile purposes In 
tune the difficulty of bleaching and d)eing the fibre disappeared, and the 
success of jute being thus assured, the foundation of the manufacturing 
enterprise of Dundee and Calcutta was laid ” 


554 708 892 i 898 

404 ' 449 I 403 498 

1270 . 1503 1553 1568 
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In 1913-14 there were 64 jute mills working in India 
with 36,060 looms, giving employment to 216,288 per¬ 
sons The paid-up capital of the industry amounted to 
£3 millions and Rs 7 7 crores In 1926-27 the total 
number of mills was 93, of looms 61,061 and of persons 
employed 333,659 The paid-up capital had increased to 
Rs. 17 2 crores, £2 millions and Dollars 12 millions * 

The Cotton Mill Industry 

In the pre-Waryear 1913-14, the imports ot foreign 
piece-goods into India amounted to 3,197 million yards, 
of which 3,104 million yards, or 97 per cent, represented 
British imports The heavy decline in imports during the 
War and in the years immediately following the War. and 
the revival of trade in recent yeais. are shown by the 
foilwing statement — 

Imports of Cotton Piece-Goods into India in Million Yards. 





'6 


From 

United 

From 

Japan 

p o 2 

O « 


Kingdom 

„ fl 

l«s 




1 ^ 

1913-14 

3101 

9 

i 3197 

Average 1909 10 to 1913-14 

2503 

! 3 

2631 

Average 1914 15 to 1918 19 

1702 

97 

1840 

Average 1919-20 to 1923 24 

1199 

1 113 

1351 

1924-25 

1G13 

1 155 

1823 

1925-20 

128G 

i 216 

15G3 

1926-27 

146G 

1 243 

1787 

1927-28 

1541 

1 321 

1973 


It will be seen that the imports from the United 
Kingdom in 1927-28 were a little less than half the imports 
in 1913-14 The steady increase in the imports from 
Japan will also be noted. 

• The total capital invested in the industry thus increased from 11 7 
crores to 23 2 crores 
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Japatieae imports, however, are still small in amount. 
A far more formidable rival of Lancashire is the Indian 
cotton mill industry. 

The progress of the Indian cotton mill industry since 
1898-99 IS shown by the following statement — 


ProgtesH of the Cotton Mill Induhtrg 



Number of 

1 Number 

1 

Number 

Number of 

Year ending June 80 

mills work- 

of 


spindles to 


mg 

spindles 

j looms 

looms 

1898-99 

1C7 

, 4,549,791 

1 38,155 

119 

1912-13 

23G 

1 0,320,028 

1 92,487 

68 


Year ending August 31 


1917-18 

, 249 

6,502,637 1 

115,818 

56 

1920-21 

245 

6,845,824 ' 

123,544 j 

55 

1924-25 

275 1 

8,093,801 1 

118,612 i 

55 


Pi'oduction. 


Year ending 31st 
March 

Mill production of 
jam in million 
lbs 

Mill production of 
cloth in million 
lbs 

Exports of yarn in 
million lbs 

Percentage of ex¬ 
ports of yam to 
total production 

Exports of cloth 
in million yards , 

1899-1900 

514 ' 

1 

1 102 

1 244 

47 4 

^ 112 

1913-14 

683 

, 274 

207 

30*3 

130 

Year ending 31st 






August 



i 



1918-19 

616 

349 

1 73 

11 7 

187 

1921-22 

693 

403 

88 

12 0 

187 

1926-26 

686 

465 

1 32 

4 7 

165 

1926-27 

807 ! 

! 538 

1 42 ! 

5 2 

197 

1927-28 

808 ; 

567 

“ 1 

1 

168 


It will be seen that the industry had meule consider- 
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able progress before the War This is shown particularly 
by the increase in the number of looms in 1912-13 as com¬ 
pared with 1898-99 At the beginning of the pre-War 
period (1898-99 to 19i2-13), the industry was essentially 
a spinning mdustiy (a little less than half the total yarn 
produced was expoited) In 1912-13 the number ot 
spindles to looms had fallen from 119 to (>8, while the 
production ot cloth increased from 102 million lbs in 
1899-1900 to 274 million lbs in 1913-14 

The imports of yarn from 1899-1900 to the outbreak 
ot the War lemained faiily constant The bulk of the 
imports came fiom the United Kingdom, the piopoition ol 
imports from that countiy to total impoits in J 913-14 
being 86 pei cent. 

The imports of piece-goods rapidly increased in the 
two or three years piecedingthc War, and amounted to 
3197 million yaids in 1913-14 The piopoition borne by 
Indian mill production to imports increased steadily from 

19 per cent in 1899-1900 to 36 per cent in 1913-14 

During the War-period (1914-15 to 1918-19) the num¬ 
ber of mills as well as the numbci of spindles practically 
remained stationary but the number of looms increased by 
26 per cent The exports of yarn, after rising to 178 million 
lbs in 1916-17, fell to 73 million lbs in 1918-19. This 
was chiehy due to the competition ot Chinese and 
Japanese yarn in the Chinese market But a contributing 
cause was the neglect ot the foreign market owing to the 
large profits which could be maile locally 

The three years immediately following the close of 
the War were a period of great prosperity lor the mill 
industry. All mills were working to their full capacity 
and there was a marked increase in the production of yarn 
and cloth The capital investment in the industry almost 
doubled between 1917-18 and 1921-22, the figures being 

20 84 and 40*98 crores of rupees respectively. High pro- 
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fits were earned in Bombay and elsewhere The percent¬ 
age of dividends to paid-up capital in the case of Bombay 
mills was 40 1, 35 2 and 30 0 in 1019, 1920 and 1921 re¬ 
spectively 'J'ho boom was followed by the inevitable de¬ 
pression Stock of yarn as well as cloth increased, and 
attempts to force down wagc>> led to strikes The net 
profit fell from 388 lakhs in 1922 to 33 lakhs m 1923 and 
became a loss of 92 lakhs m 1921 and 134 lakhs m 
1925 Qf 59 mills in Bombay for which information is 
available, 43 made a lo-^s in 1925 and 10 a piofil 

It may be pointed out that while Bombay is the most 
important centre ot the cotton mill industry the number 
of cotton milK in the rest of India tar cxccofls that in 
Bombay Of the 274 inilK actually working in 1925, 77 
were in Bomba}^, and 58 m Ahmadabad, while the 
remaining 139 weic distiibuted all over the country 

The lowest point of the depression was reached in 
Ahmadabad m 1923, in which yeai theie was a strike of 
over 2 months’ duration in that place On the whole 
Ahmadabad mills faied somewhat better during the period 
ot depression than the Bombay mills In other parts ot 
India conditions approximated moie closely to tliose in 
Ahmadabad than to those in Bombay 

^ demand for protection was made by the industry 
in 1929 An inquiry was made by the Tariff Board, and 
by a majority the Boaid recommended an increase in the 
existing 11 per cent duty on all cotton manufactures 
other than yarn, and the grant ot a bounty on spinning 
yarn of counts 32s and above Both proposals were re¬ 
jected by the Government 

It was, however, established by the Tariff Board that 
on account of inferior labour conditions in Japan, there 
was an element of unfairness in Japanese competition, 
and that the stabilisation of exchange at Is. un¬ 
doubtedly imposed a handicap on the Indian industry. 
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The production of piece-goods in Indian cotton mills 
in certain years is shown by the following statement 
Piece-goods produced in Indian cation mills in million yards. 


Year ending 31st March 


1000-01 

422 

1913-11 

1,164 

1917-18 

1,614 

1921-22 

' 1,732 

1925 26 

i 1,954 

1926-27 

2,258 

1927-28 

' 2,356 


Ill seven months from 1st April to 31st October 1928, 
production amounted to 892 million yds as compared 
with 1395 million yds m the coi responding period of 
1927, and 1316 million yds m 1926. Bombay, where 
conditions were disturbed on account of a prolonged 
strike, is chiefly responsible for the decrease. 

The total consumption of piece-goods in 1927-28 may 
be thus estimated 


Consumption of cotton piece-goods in India 



1927-28 

_ 1 

Million 

5 ards 

1913-14 

Million 

yards 

1 Imports of foreign pic.^e good's 

1,973 

3,197 

2 Re-exports of foreign piece goods (by sea) 

33 

165 

3 Net imports (1—2) 

l,94f) 

3,042 

4 Mill production 

2,356 

1,164 

5 Handloom production 

1,316 

1,068 

6 Total Indian production (4+5) 

3,r>72 

2,232 

7 Exports of Indian piece-goods 

168 

130 

8 Balance of Indian piece-goods available for consump¬ 
tion (6 — 7) 

3,504 

2,102 

9. Balance of foreign and Indian piece-goods available 
or consumption (3 + 8) 

5,444 

5,146 

10 Population, millions 

821 

316 

11 Consumption per capita 

16 96 

16 28 
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These figures are striking. It is seen that (1) the 
total quantity of piece-goods available for consumption in 
1927-28 was slightly greater than m 1913-14, and (2) of 
the total demand for cloth, only 35*() per cent, was met by 
imports m 1927-28 as compared with 69 1 per cent in 
1913-14 It will also be '>eeii that the hand-weaver is 
still flourishing in spite ot the increased competition of 
Indian mills In 1927-28 liandloom production was equal 
to 68 per cent, of the net imports and about 56 per cent, 
of the Indian mill production Exact figures of handloom 
production are of course not available The figure for 
1913-14 IS the estimate of the Tariff Board , that for 
1927-28 has been thus arrived at 

Handloom production in 1927-2S 


Million 

lbs 


1 

2 

3 

4 

5 

6 
7. 
8 

9 

10 


Import of jarn j 

llo export of yarn 

Not imports of jarn (1—2) 

Indian production 
Exports of Indian yarn 

Net consumption of Indian mill production, (4—5) 

Total Indian consumption (S + 6) » ' 

Yarn consumed in mills for production of woven goods, as¬ 
suming 100 lbs of yarn = 112 lbs of cloth j 

Balance of jam available for handloom industry (7—8) 
Production of piece goods by the handloom industry, assum-| 
ing 4 J aids of cloth aio produced per lb of yarn 


52 

1 

51 

808 

24 

7S4 

835 

506 

329 

1,310 yds 


The Match Jndtusfn/ 

The giowth ut the match industry in India will be 
remembered as a classical example of the beneficial eflfeots 
of protection under favourable conditions. Before the 
year 1921 there was only a single match factory (the 
Gujrat Islam Match Factory of Ahmadabad) which, in 
spite Sf severe foreign competition, could make a small 
profit The impoits of matches in 1919-20 amounted to 
15 millions gross of boxes In March, 1921, the duty on 
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imported matches, which had already beenjraisod from 5 
per cent ad valomni to per cent la March, 191(5, was 
"fixed at 12 annas per gross, and in Maich, 1922, it was 
raised to Rs 1-8-0 per gross All these changes in duty 
wore determined by fiscal necessity The increase m duty 
in 1921 and 1922 took place at a tune when the Uovern- 
ment of India were faced with a succession of budget de¬ 
ficits, 

“With tlie imposition ot a duty on imported matches,” 
says the Repoit of the Taritf Board on the match industry, 
“varying between 100 and 200 poi cent ad laloimi, the 
position changed rapidly 

The increased duty was leviable on finished iiiatches, 
not on undipped splints and veneers, and arrangements 
were made to impoit the latter from Jajian The manu¬ 
facture of matches from impoited veneeis .iiul splints 
proved veiy profitable From 1st March. 1921, specific 
duties were imi^osod by (roveinment on veneers and 
splints for the sake of revenue Rut iii the meantime 
Indian manufacturers had gamed some experience of 
match manufacture They now imported machinery tor 
the manufacture of splints, veneeis and boxes aspen 
wood, on which a 15 per cent ad taloretn duty is levied, 
was imported from Japan or Sweden An Indian match 
industry thus came into existence 

The Tariff Board estimated that in 1927, 27 match 
factories oKisted in India, with an outtuin capacity of 500 
gross a day or over, and a total capacity of about 18 
millions gross annually 

The demand for matches in India is about 17 millions 
gross , in 1926-27 Indian pi eduction was about 10^ mil¬ 
lions gross boxes 

With the growth of internal production imports have 
rapidly declined. This is shown by the following table 

• Report, p 4 



Impot'ts of matches (millions of prohs hojccb) 


c I 

rg C 



a 


rS 73 

O ® 



cr 

H 

1915 IG 

15 3 

2 3 

18 3 

1919 20 

13 9 

9 

15 0 

1920-21 

10 0 

2 1 

12 4 

1921 22 

12 7 

9 

13 7 

1922 2 1 

H I 

2 7 

11 3 

1921 21 

5 0 

5 2 

11 2 

1921 25 

1 5 , 

3 0 

7 1 

1<125 2(. 

2 1 j 

: 4 ft 

7 9 

192(>-‘27 

1 0 

! ^ ^ 

6 1 

1927 2S 

1 ' 

2 9 

3 5 

1928-29 

Oft ! 

1 1 

1 5 


Tlio figuu'^ giviMi above aie a striking proof of the 
success of the Indian indiistiy. It will be seen 
that the total iinpoits have declined from over 18 mil¬ 
lions gross boxes to less than 2 millions gross It is aKo 
seen tliat Japan dominated the Indian maiket during the 
AVar and for thiee oi foui years tollowing its teiinination 
The Japanes(‘ indiistiy siiceumbed to Swetlish competi¬ 
tion, and at the picsent tune tlu' Swedish Match Company 
whieli controls bO-70 pei cent of the total woild's de¬ 
mand, has a controlling inteiest in about 80 per cent of 
the Japanese industiy 

The Swedish Match Coinpaii}^ established six match lac¬ 
tones in India lietween July 1024 an<l vSeptomber 192(5, of 
which lour were working in 192(5-27 The Tariff Board 
estimated the approximate capacity of the factories 
belonging to, or under tho control of, the Swedish Match 
Company at about (5 millions gross a year 

Indian mannfacturers fear that the object of the 
Swedish Match Company in establishing factories in India 
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is to destroy Indian competition and to capture the Indian 
market The Tariff Board admitted that “ the resources 
of the Swedish Match Company are sufficient, if it so 
desired, to crush, lor a time at least, all competition from 
Indian firms, and capture for itself the whole of the 
Indian market 

Mr Iver Kreuger, however, on behalf of the Swedish 
Match Company has denied that the object of the Company 
is to establish a monopoly—it only wishes “ to compete 
on equal terms with its competitors ’’f The Tariff Board 
did not find anything in the activities of the Company 
which called for Goveriimont iiiterveiitiou , on the other 
hand, the Boaid regarded the existence of the Company’s 
factories as of “ distinct economic value to the country,” 
because of the high standard of quality at the Company’s 
factories, and of the training affordeii to Indians in these 
factories in improved methods of match manufacture. 

The prospects of match manufacture in India are 
bright The home market is large and labour is cheap 
As regards match wood, the supply in Indian forests is 
sufficient for the annual production of nearly half the 
requirements of the Indian industry, and it can be fur¬ 
ther increased by plantation The industry, however 
could not develop without protection, chiefly because 
Swedish competition is unfair The Tariff Board found 
that the Swedish Match Company were importing matches 
trom Sweden at a price below the economic level. 

It deserves to be noted that in consequence of the 
growth of production, price in India is determined by 
internal competition, and that while costs of production 
have fallen, the quality has improved In the beginning 
matches made in Indian factories were of interior quality 
but gradually the quality improved, and after making 

* Report, p 90 

t Mr Iver Kreuger’a Memorandum 
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exhaustive tests, particularly in the monsoon months, 
the Tariff Board were able to say that “ the matches 
manufactured of Indian wood in the most up-to-date 
factories, though less finished in appearance than im¬ 
ported matches,” were, “ for practical purposes little in¬ 
ferior,” and that several manufacturers m India produced 
matches of superior quality which could not be distinguish¬ 
ed from imported Swedish matches * 

On the recommendation of the Tariff Board the duty 
of Re 1-8 per gross has been declared a protective duty. 
No definite period has been fixed after which protection 
will be withdrawn 

Protection to the match industry has not sacrificed 
the interests of the consumer for the sake of the pro¬ 
ducer. The retail price that has been charged for several 
yeais is 1 pico a box for Iinhan matches (2 pice a box 
for imported matches) This price will tend to bo main¬ 
tained as the pice is the smallest coin largely in use 

Paper-making 

The Government decided to assist the bamboo and 
the papar pulp industry in_ 192 > by the imposition until 
March 31, 1932, of a specific protective duty at the rate 
of 1 anna per pound on all printing paper (with certain 
exceptions) which contains less than 05 per cent of 
mechanical pulp and on all writing paper 

The grant of protection to the Indian paper indus¬ 
try marks a new phase in the development of the in¬ 
dustry. Paper has been manufactured m Indian mills 
for more than 60 years now After the War the industry 
much suffered on account of dumping by foreign manu¬ 
facturers of paper, and the rise in exchange added to the 
difficulties against which Indian manufacturers had to 
contend. Competition from Scandinavia and Germany 


Report, pp 6 and 64 
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before the War made all Indian companies lose, but 
they made considerable profits during the War. After 
the War intense foreign competition started, assisted as 
it was by depreciated currencies, with the result that 
the Indian mills were undeisold. Germany and England 
were chiefly responsible for dumping paper into India. 
The Scandinavian mills cannot afford to dump, as the 
domestic consumption of Noiway and Sweden is small, 
and no manufactiner can dump 80 or 90 per cent of 
his output. 

In the year 1926, 9 paper mills weie working in India 
with a total output of 32,114 tons Since then a paper 
mill has been established in the Punjab (Jagadhri). The 
Tariff Boaid estimated the output of Indian mills at 
33,000 tons a yeai, and expected, as the result of the 
expansion of the iiidustiy, that the output could be 
raised to 43,000 tons annually The imports of paper in 
1923-24 amounted to 72,000 tons and in 1924-26 to 
86,200 tons Imports have tended to increase during the 
past three years 

Imports of paper {e.cduding pasteboard) in tons. 


1 

Tot.il 

Protected imports 

1026 27 

i 86,800 

, 16,826 

1927-28 

' 88,569 

18,091 

1928-29 

i 99,821 

I 19,047 


The Taiiff Board estimated the annual consumption 
of paper in India to be about 90,000 to 100,000 tons an¬ 
nually In view of the considerable increase in imports, 
the consumption in 1928-29 may have been about 
120,000 tons. 
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The imports of paper in 1928-29 include ' 


Cwts 


Nevrs-printinf? papor 

Profceotod 9,413 

Nob protected 329,623 


Total 339,036 


Old newspapers 749,037 

Pasteboard, millboard and cardboard 325,781 


It IS impossible to make nowspriiit m India ^lechaui- 
cal pulp has never been made from cither glass oi bamboo, 
the raw materials usd in India We cannot have cheap 
newspapers unless we continue to ns»* (importcfli pdfiors 
containing a high proportion of mechanical wood pulp, 
and it is for this reason that newspimt, which contains 
more than do per cent of mechanical wood pulp, was 
excluded from the operation of the protective duty 

Old newspapers come almost entirely from the United 
Kingdom and are used largely in Bombay, Sind and 
Burma as the cheapest kind of wrappoi No manufac¬ 
tured paper can compete at the prices at which old news¬ 
papers are sold 

There are also certain kinds of jiapers which are not 
likely to be made in India expensive lag papers, all- 
coated paper such as ait paper and special manufactures 
such as blue match paper and tissue paper, papers of a veiy 
superior quality, and cheap wrapping papers Lastly, Indian 
mills do not make pasteboard, millboard and cardboard. 

The total market that Indian mills can hope to capture 
was estimated by the Tariff Board at about 20,000 tons 
Paper ha,8 hitherto been made in India from sabai 
grass, bu£ grass, on account of its high cost, has no 
chanoe in competition with bamboo pulp. The future be¬ 
longs to the bamboo and the paper pulp industry. 
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Paper made from bamboo pulp is inferior to sabat 
grass paper in strength and durability, but for the great 
hulk of papers consumed in India bamboo fibre is quite 
good enough—certainly as good as wood, and possibly 
better The quantities of bamboo which are commercially 
available m India are enormous Mr Raill is of opinion 
that “ from bamboo, taking only that which is available 
under possible manufacturing conditions, Burma, Bengal 
and South-West India could produce ten million tons of 
pulp per annum—India could therefore produce pulp for 
the whole world.”* 

India’s bamboo resources are attracting the world’s 
attention on account of the shortage of wood pulp. The 
rapid destruction of forests is chiefly responsible for this 
shortage It is stated that in the United States forests 
are being destroyed four times faster than they grow, 
and that in Canada only 27 per cent of the original forest 
wealth is left, and its pulp wood would be exhausted m 
less than 30 years Lord Rothermere, who represents 
probably the largest group in the world of paper-making, 
paper-consuming and forest owning concerns, has recently 
declared that on account of the shortage of pulp wood, 
the pulp and paper industry “is within measurable dis¬ 
tance of a crisis ”t 

The advantage of using bamboo pulp m paper- 
making IS that Its supplies are practically inexhaustible. 
Bamboo is annually reproductive, wood requires 60 years 
to grow 

We learn that (wo bamboo areas m Burma have been 
acquired by important groups in London, and others are 
being considered 


* Paper read to the Royal Society of Arts m 1921 
t “ Capital ” (Calcutta), Indian Industries and Trade Supplement, 
December 13, 1928, p 74 
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The supply of raw material for the Indian paper 
indu^y is secure, and we may oven say that when our 
bamboo resources are developed, our manufacturers of 
paper will be in a position of advantage as compared with 
European manufacturers Btit in certain other respects 
they enjoy no advantages 

The cost of chemicals m India is high, Most of the 
chemicals required for the manufacture of paper are now 
made in India, but their prices are regulated by those of 
imported chemicals and they usually exceed the prices paid 
by European mills by the full amount of the sea-freight 
and landing charges, and in most cases, of the customs 
duties as well Another difficulty is that the ejiftTme ak 
have to be brought to the mills from long distances, and 
the transport charges are heavy Similarly most of the 
mills have to pay heavy transportation charges for coal. 
The best coal in India is found in one locality—the 
Raneegunj coal-field, and the paper mill which chooses to 
be near the sources of the raw material has to pay a 
heavy price for its coal. Indian labour is cheap, but 
when we consider the possibilities of expansion of our 
industry we cannot forget that the initial cost of paper 
mills in India is high—that of a new European mill is 
estimated to be three-fourths or two-thirds of the initial 
cost in India. 

On the whole, the prospects of paper-making 
from bamboo pulp are hopeful While the manufacture 
of paper from sahai grass under conditions of absolute 
free trade, except in the Punjab, is considered to be 
impossible, it is expected that if the abundant supplies 
of bamboo which exist in India are developed, the 
industry will need no further assistance for many 
years than what the existing protective duty gives it, and 
that eventually, as the cost of wood pulp increases, the 
industry would be able to do without protection altogether. 
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Cement 

One of the Indian industries which owe their develop¬ 
ment to the War is the manufacture of Portland cement. 
In 1914 a small quantity of cement was produced at 
Madras —945 tons, while impoits m 1914-15 amounted 
toTSo,723 tons In the calendar 3 oar 1927 there were 
ten Indian companies manufacturing cement with an 
actual output of 477,640 tons, while imports amounted 
to 117,695 tons The industry is of great national 
importance, as was seen during the War 

The cement industiy 111 India enjoys many natural 
advantages. Limestone of excellent quality exists in 
many parts of the countiy The longc.st distance over 
which limestone has to be conveyed is 32 miles. 
Suitable clay is found close to the works, and there are 
ample supplies of limestone and clay for a long period of 
years. Gypsum, the only other raw material needed, is 
also produced in India The supplies of labour are 
adequate and the process of cement manufacture does not 
necessitate the employment of highly skilled workers 
from abroad In respect of fuel, however, the cement 
industry is subject to a serious disadvantage. With one 
exception, all the companies are situated at long d'stances 
from the coal-fields, and the freight on coal is a very 
serious item m the cost of pioduction 

The Indian market for Portland cement is a large 
and growing one Between 1900 and 1910 the imports 
increased from 43,000 tons to 135,000 tons, and in the 
last two pre-War years, when home production was 
negligible, cement was being imported at a rate exceeding 
140,000 tons a year. Indian production and imports 
between 1914 and 1927 are as follows . 
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Figures in tOOO tons 



1 Indian 
production 

, Imports. • 

i 

Total 

imports and 
pr^uction 

1914 

9 

' 100 

167 

1915 

18 

i 142 

160 

1910 

39 

98 

136 

1917 

71 

85 

159 

1918 

84 

27 

111 

1919 

87 

1 'Jt 

180 

1920 

91 

1 118 

229 

1921 

HI 

1 129 

262 

1922 

rri 

' H7 

288 

1923 

215 

1 124 

359 

1924 

201 

1 124 

387 

1925 

100 

' 106 

466 

l')2b 

170 

1 O') 

471 

1927 

178 

n, 

595 


It will be seen that imjiorts iell otF heavily dur¬ 
ing the War, and in 191() and 1918 consumption was 
substantially below the pre-War level. A rapid increase 
in consumption began after the Wai, and in 1927 con¬ 
sumption was more than 2^ time', that for 1920, while 
production had increased moie than five times 

The bulk ot the inipoits aie troin the United King¬ 
dom Dining the five years immediately pieceding the 
War the ([uautity received iiom the United Kingdom was 
nearly five-sixths of the total impoits During the five 
years 1919-20 to 1923-21 tom-filths of the imports came 
from the United Kingdom A small ijuantity of cement 
IS imported fiom Ueimany and Belgium, but in spite of 
the fact that Continental cement sells in India at a price 

• Fiscal, not calondar )ears, c\ceptiiig 1921—1927 (both inclusive) 
Imports for the (Mlondar jcars 1925—1927 have been taken from 
Accounts of the Sea-borne Trade and Navigation of British India for the 
Calendar year 1927, and production from the “Capital," Indian Industries 
and Trade Supplement, 13th December 1928, p 51 For figures for other 
years, see Report of the Tariff Board on Cement 
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substantially lower than that of British oement, the latter 
IS preferred. * 

The principal market for cement in India is in the 
ports, and especially in Calcutta and Bombay. This gives 
an advantage to the importer of cement over the Indian 
manufacturer, for with live exceptions, no Indian factory 
is within 600 miles of a port, and 4 out of tlio 5 are 1,000 
miles and upwards from the coal fields There are no 
cement works within 360 miles of Calcutta and none with¬ 
in 260 miles of Bombay The Indian manufacturers 
enjoy a great natural advantage in respect of the up-coun¬ 
try market, but this is not important 

During the War Indian cement factories (3 in num¬ 
ber) were working under Government control, and the 
great bulk of their output was taken by the Indian Muni¬ 
tions Board at a price not exceeding Rs 65 a ton ex-icorks. 
Control ended in the middle of 1919 and the companies 
were able to sell their product at very remunerative prices, 
which were, however, much below the price of British 
cement In 1922 the price of Indian cement began to 
fall, and it fell still more heavily in 1923—25 when the 
production of the new factories came on the market. The 
fall in price was entirely due to production having exceed¬ 
ed consumption An application for protection was made 
to the Tariff Board which recommended the grant of a 
bounty, under certain conditions, on the cement conveyed 
to the ports The Government of India refused to take 
any action on the ground that there wore objections of 
principle to conditional legislation, and that they saw no 
justification for Government intervention 

The present condition of the cement industry is satis¬ 
factory. The figures given above show that 80 per cent. 

• la the year 1928-29, 91,000 tone of cement were imported from the 
United Kingdom, 14,000 tons from Japan and 5,000 tons from Germany, 
total imports 127,000 tons 
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of the Ijidian demand is met by the Indian industry. In 
spite of foreign competition Indian cement in a few years 
has captured almost the whole of the Indian market be¬ 
cause of its quality, which is not inferior to that of British 
cement and superior to that of Continental cement * 

• « • • 

Departments of Industries now exist in every Province, 
and a brief reference might be made here to their work. 
This may be divided into (1) promotion of industrial and 
technical education, (2) furnishing of industrial intelli¬ 
gence and (3) eimouragement of industries by means of 
exhibitions, maintenance ot aits and crafts depots and by 
giving financial aid 

The total expenditure of the Industiics Department, 
Punjab, in the year 1927-28 amounted to a little more than 
10^ lakhs. The iiumbei of industrial schools m the 
Punjab is 23 They had 3,149 students on their rolls, of 
whom less than half were sons of artisans There are, in 
addition, 2 schools foi the industrial education of girls 

The Department also maintains a Central Weaving 
Institute at Amritsar, a Hosiery Institute at Ludhiana, an 
Institute of Dyeing and Calico-printing, and a Demonstra¬ 
tion Weaving Factory both at Shahdara, near Lahore The 
Weaving Factory is lun partly on commoicial and partly 
on instructional lines. A Govcinment Tannery was also 
started at Shahdara several years ago, but it proved a failure 
and was closed in December 1927. 

• “ The Supermtendeut of the Oovornmeut Test Ilouse, Alipore, who 
has made a large number of tests of Indian cement in his laboratories, gave 
it as his opinion, as far back as 1925, that Indian cement was rather better 
than imported cement, taking into consideration that it must be used under 
Indian conditions, and superior to Continental or other foicign cement ” 

“ In spite of competition from outside, production steadily increased 
and Indian cement mainly by virtue of its quality became recognised as a 
sound product and in many instances w'as pioferred to imported cement for 
important works in the country ” (“Capital," Indian Industries and Trade 
Supplement, 18th December 1928, p. 51). 
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A large number of enquiries is annually dealt with by 
the Intelligence section of the Diiector of Indiistiies Office. 
It is stated in the Ropoit of the Industries Department 
for the year 1927-28 that the industrial and commercial 
public of the Punjab “have clearly begun to look upon the 
Industries Department as the onl}” effective agency for 
solving industrial pioblemsand shedding light on commer¬ 
cial difficulties.” 

As regards fiiidiicial aid, we learn that in the same 
year loans were gianted to d.2 applicants amounting to a 
total of Rs 51,300. Among exhibitions, an inteiesting 
feature is the running of a Demonstration Train on the 
North-Western Raihwiy 

The mdiistiial sehooK or institutes eontioiled by the 
Indubtiies Depaitments are mainly conceined with the 
hand-worker These Departments aic useful only within a 
very limited sphere No one expects them to solve our 
industrial problems, and it may be doubted whether they 
will be able to play any part in the imliistriahsation of 
the country. 

The development of industries is sciioiisly hindered 
by the lack of financial tacilities Indu'.tnal banks do not 
exist in India, and the ordinary commercial banks do not 
lend money for lengthy periods on tho security of build¬ 
ings and plant 

The industrial Commission recommended the appoint¬ 
ment of an expiTt committee to consider the question in 
detail. It is hoped that tho Banking En(iuiry Committee, 
which has been recently appointed, will also deal with the 
question of industrial banks 

There is no doubt that Indian capital is now more 
readily forthcoming for investment in industries than 
before. But there is a large amount of dormant capital 


Report^ p. 5 
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which can bo made available tor industrial purposes only 
by the development of sound banking facilities. 

The question of “ flow of capital into India from 
external sources was considered by a Committee appoint¬ 
ed in 1925. As the Committee pointed out, the solution 
of the problem lies in the development of India’s own 
capital resource^^. Under the existing political and econo¬ 
mic conditions foicign capital laiinot be kept out. The 
present policy is to make no disciimination between Indian 
and foreign capital except when Govornmont grants 
particular concessions to an industry, where definite 
pecuniary assistance, such as a bounty, is granted to any 
particular undertaking. it is reiiuired fl) that reasonable 
facilities should bo granted for the training of Indians 
and (2) in the case of a public company, that (i) it should 
bo formed and regisfeicd undtu the Indian Companies Act 
of 1913, in) It should hav<' a lupce capital, ami (eii) a cer¬ 
tain proportion of the Diicctois must be Indian ^ 

The Indian Tariff. 

The general rate ot diit;) levied on imports into India 
until 18()0 was 10 pei cent ad lalorem , almost all goods 
oxporteil were taxed at the late of 3 percent. The duty 
on imports was i educed to 7i per cent in 1804 and 5 per 
cent, in 1876 Duties on expoits wcie gradually repealed 
and in 1875 only rice, indigo and lac wcio still subject to 
duty. 

The “reform’' ot the Indian taiifl in accoidanco with 
the principles of free trade began iii 1878 The duties on 
a great number of articles, including some of the coarser 
cotton goods, were remitted in that year, and in the 
following year the duties on grey cotton goods, except 
those of the finer qualities, were repealed. In 1882, with 
the exception of salt, all the remaining import duties were 
repealed. 
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The reasons which led the G-overnment to abolish the 
cotton and other duties were not merely economic. But 
at the back of the mind of our administrators was the 
idea that such protection as the tariff afforded to Indian 
industries was economically indefensible Again, free 
trade was the policy of the United Kingdom, and it was 
thought to be wrong for India to levy duties on imports 
when the United Kingdom did not do so Fn the Finan¬ 
cial Statement for 1878 wo find the principles which 
governed the customs legislation of the United Kingdom, 
“ now admitted axioms by all who recognise the theoretic 
advantages of free trade,” held up as a model for India. 

The abolition of cotton duties in 1879 met with a 
good deal of opposition m the Viceroy’s Council, it was 
in opposition to the opinion of the majoiity of the Council 
that Lord Lytton carried out the measure 

Financial pressure compelled the Government in 1894 
to re-impose the tariff of 1875 with some modifications 
In December 1894 a 5 per cent duty was imposed on 
cotton goods and yarn imported into India, and a coun¬ 
tervailing excise duty of an equivalent amount was 
imposed on cotton goods made m Indian power mills 
Referring to the excise in his speech on the Cotton Duties 
Bill on the 17th December 1894, Mr Westland (Finance 
Member) frankly admitted that he did not recommend the 
measure on its own merits The instructions of the House 
of Commons were that it the Government of India were 
obliged by financial necessity to impose a duty on cotton 
goods, an equivalent duty must bo imposed on similar 
goods manufactured in India to deprive it of a protective 
character. Two years later the duty on yarns was remov¬ 
ed and both the duty on cotton goods and the excise were 
lowered to 3i per cent. * 


The excise was abolished in April 1926 
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The Tarift Act of 1894 was amended m 1899 with a 
view to chock the imports of bounty-fed sugar from Ger¬ 
many and Austria-Hungary. In two years, 1896-96 to 
1897-98, the imports of sugar from these two countnes 
increased from 35,!)56 tons to 107,452 tons The result 
was the closing of Indian sugar refineries in many places 
It was feared that if the imports continued unchecked, 
the cultivation of sugarcane would be abandoned and 
some other crop substituted for it 

The customs tarilf was completely revised in 1916 
With effect from March 1, 1916, the general rate of duty 
was raised from 5 to 74 pei cent the free list was cur¬ 
tailed , the duty on non ainl steel was raised from 1 to 24 
per cent and that on other metals from 5 to 7^ per cent , 
and the duties on articles subject to special rates, as arms 
and ammunition, Inpiors, cigars and cigarettes, were 
enhanced Export duties were also imposed on tea and 
jute The duty on cotton manufactures was not altered, 
as the proposal to raise it would have revived old con- 
trovoisies at a tune when i( was necessaiy to concentrate 
all attention on the Wai In the following year, however, 
financial leasons compelled the Go\ernment to raise the 
import duty on cotton goods from 34 to 74 per cent, 
without any change in the excise, which remained at 34 
per cent At the same time the export duties imposed on 
tea and jute in 1916 tv ere doubled 

The customs taiiff was again recast in the Budget for 
1921-22 The general late was increased from 74 to 11 
per cent. Duties on Inpiors, sugar, tobacco and certain 
articles of luxury wcie raised and a specific duty of 12 
annas per gross boxes was imposed on matches in place of 
the old 74 per cent ad valorem duty 

Under the stress of financial necessity the customs 
tariflf was again revised in the Budget for 1922-23. The 
general tariflf was raised from 11 per cent to 16 per cent, 
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but the duty on cotton goods was not altered. The duties 
on iron and steel, railway material, sugar, alcoholic liquors, 
and imported potioleum wore considerably enhanced The 
duty on matches was doubled, and a duty of 6 per cent 
was imposed on imported yarn 

The whole question of India’s liscal policy was ex¬ 
amined by the Fiscal Commission of 1921-22 The re- 
poit of the Commission was not unanimous, the minority 
recommending ‘Protection’ and the majoiity ‘Protection 
applied wirh discrimination ’ The difference between the 
two points of view, for all practical purposes, is slight, 
for protection must always be applied with discrimin¬ 
ation A Tariff Boaid was constituted in accoidance 
with the lecommendalions of the Fiscal Cornmnssion, 
its work in connection witli the moie impoitaut industries 
which applied for piotection has been leforied to above 
In dealing with claims tor piotection the Tariff Board 
has to satisfy itself (a) that the industiy possesses 
natural advantages, (b) that without the help of protection 
it IS not likely to ilevelop at all, or not so rapidly as is 
desirable, and (c) that it will eventually be able to 
face world competition without protection 

The chief objects ot the Commission in lecommend- 
ing the adoption of a policy ot discriminating protection 
were to reduce the buiden which protection inevitably 
imposes upon the consumei, to prevent the establish¬ 
ment of unsuitable industries (which might bo the result 
if all kinds of industries were indiscriminately piotected), 
and to minimise the eftect of protection on the balance 
of trade, or to maintain a favourable balance of trade 

With the exception of protective duties levied on iron 
and steel, paper and matches* (including undipped splints 
and veneers) the Indian Customs Tariff is a revenue 

* Transferred to protective duty group with effect from 25th Sep¬ 
tember 1928. 
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tariff. While the general late of duty is 15 per cent ad 
valcn'em, certain articles, as books, macliinery, gram andpi.Ko 
and some raw materials are admitted free ot duty, others 
such as liquors, tobacco, fiie-arrns, motor cars, etc,, are 
liable to iion-proteotivo duty at special rates . and still 
others pay a duty ot 2^ or 10 per cent ad i alorem 

Small export duties are levied on law jule and jute 
manufactures, a dut^ of 3 annas a maiiiul is levied on rice 
andotb per cent /w/orcm on hide‘< and skins In 1928-29, 
the grosv, amount ot duty collected on imports (including 
salt) was about 13 ciores, ainl on exports a little more 
than 51 croies. 

Lahaur in Manufaituruuf Industnes. 

The number of factories in Iiidm and the number of 
persons employeil in them (daily aveiage) aie shown by 
the following table. 

Factories in British India in tla> ifrar 1920 




Nuinbtr 

Persons emp- 



of 

lo td (daily 



fatloius 1 

average) 

A Oo\erumcnt and Locil Fund I'lcto' 

30i 

144,519 

B All 

other factories 



I 

Tc’ctilos 

108 

681,013 

II 

Engineering 

612 

101,892 

III 

Minerals and niehils 

118 

65,842 

VI 

Food, drink and tobacco 

‘2,569 

170,585 


Chemicals, d\es, etc 

108 

46,013 

VI 

Paper and printing 

'2S5 

28,400 

VII 

I’roccssos relating to wootl, 




and glass 

336 

38,063 

VIII 

Processes coiuiet ted with skin 




hides 

30 ^ 

5,375 

IX 

Gins and presses 

' ‘2,217 i 

178,290 

X 

Alibcollancous 

51 

7,733 


Total British India 

j 7 ‘251 

1,618,391 


Total Indian States 

1,130 

1 

168,866 


Grand total 

I 8,381 

1,687,257 
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The number of factory workers is 5 jpyr cent of 
the population classffied according to occupation at the 
census of 1921 (310,055,000). 

Of the total number of factories 1,198 were situated 
in the Madras Presidency, 1,398 in Bombay and 1,234 in 
Bengal. 

At the census of 1921 mfoimation was collected 
about businesses employing 10 persons or more. The 
total number of persons employed in 15,000 businesses in 
all India, excluding agriculture but including the growing 
of special products as coffee, mdigo, tea, rubber, etc , and 
minmg and quarrying, was 1,994,314 males and 080,811 
females, a total of 2,681,125 peisons, oi 85 per cent of 
the whole population 

Industries support 10 pei cent ot tlie population but, 
it is seen, that those employed in organised industries are 
very small in number. The typical Indian worker, whe¬ 
ther on the land or in industiies, is not a wage-earner 
who works for a master. he is an independent man work¬ 
ing on his own account 

The factory worker is piimarily an agriculturist An 
industrial proletariat, in the sense in which the teim 
IS used in the West, for the most pait, does nut exist m 
India 

A biief summary of legislation enacted to .safeguard 
the interesS ot factory labour is given below 

The first Indian Factoiies Act was pa.ssed in 1881 , 
the Act was amended in 1891 and replaced by a new Act 
in 1911. 

The Act of 1911 contained special provisions regard¬ 
ing the employment of labour m the textile mills The 
Indian Factory Commission of 1908 had reported that 
excessive hours were not worked except in textile mills 
hours of employment for adult males in textile factories 
were, therefore, limited to 12, and for children to 6 
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(subject to certain exceptions) Hours within which work 
must be don(< and mechanical and electrical power usi 
were also fixed 

The Act of 1911 was amended in 1922 in order to 
give effect to the deciHions of the International Labour 
Conference held at Washington in 1919 The chief 
features of the Act of 1922, as amended in 1923 and 
192(), arc the following A ‘ tactoiy * means any premises 
(n) wherein mechanical oi electrical power is used and 
notlesslhan 20 ]){‘i''Ons aie cniplo3^ed daily, and (/i) an^ pre¬ 
mises wherein not less than 10 persons are employed daily, 
whether power is used or not Hours ot work aie GO per 
week and not moie than 11 per day , the minimum age of 
employment is 12, and adult laboui is not exacted till the 
age of 15. emplo^'inent of women and chiKlien at night 
IS piohibited and provision is made toi a weekly holiday. 

By the Indian Mine's Act of 1923 the weekly houis of 
employment have been limited to 00 per week for work 
above ground, and 51 poi week for work below ground. 

Trade rnion Legidaiwn Mi N M Joshi, M L A, 
of the Seivants of India S<v*iety, moved a Hesolution in 
the Legislative Assembl} iii Maich 1921, recommending the 
enactment of legislation tor the legistration and protec¬ 
tion of Trade Unions The Tiade Union Act was finallj" 
passed iii March 1925 and came into foice on 1st June 
1927. A Trade Union has been defined in the Act as’ 
“any combination, whether temporary or permanent,form¬ 
ed primarily for the purpose of regulating the relations 
between woikmen and workmen, or between employers 
and employera, or for imposing restrictive conditions 
on the conduct of any tiado or busmesy. ” The definition 
includes any federation of two or more Trade Unions. 

The registration of Trade Unions ly not compulsory, 
but any seven or more members of a Trade Union may, 
under certain conditions, apply for the registration of the 
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Trade Union under the Act. 

The two chief features of the Act are the principle of 
immunity in respect both of civil and criminal proceedings 
against a Trade Union, and the constitution of a separate 
fund for political purposes Only registered Trade Unions 
will benefit by the legislative lecognition of the principle 
of immunity 

From the political fund paj^nieiits may bo made “for 
the promotion ot the civic and political interests” of the 
members of a Tiade Union Tins includes jiayment ot 
any expenses incutled, eithei diiectly or indiiectl}^, in 
connection with the election ot cainlidates as members ot 
legislative bodies oi their maintenance, and the holding of 
political meetings of any kind, oi the (listiibution of 
political liteiatnie oi political documents ot any kind. 

It has also been piovided that not less than one-halt 
of the total number ot olliceis ot evci} registered Trade 
Union shall be persons aotuall}’ migaged or employed in an 
industry wnth whuh the Tiadc Union is connected. The 
object of this provision is to prevent a Tiaele Union from 
passing undei the conliol ot outsideis 

Trade Dispute'^ Ad A Bill making jiiovision toi the 
investigation and settlement ot trade disputes w’as placed on 
the Statute book in April 1929 It is an important measure 
atfecting the ielation of the emjiloyers and the cmjiloyees 

Similai legislation was fiisl mooteil in 1919 In 1924 
the Government ot India piepaied a diaft Bill to enable 
the investigation and settlement ot tiade disputes As a 
result ot the CKpciiein'o whieli has been guiied .since then, 
the Government became inoie ainl moic eonviiieed that 
such legislation would prove of eonsidei.iblo value The 
seriousness of the industrial situation was brought home 
m 1928 when a wave of industrial disorder overtook the 
country. The general strike in Bombay alone is estimated 
to have caused a loss ot £21,000,000. 



483 


The Act IS divided into three mam party The first 
portion relates to the establishment of tribunals tor the 
investigation and settlement of traile disputes. If any 
such dispute exists or is apprehended, the Local Govern¬ 
ment or the Goveiiior-G meial-m-Council may refer the dis¬ 
pute to a Court of Intpiiry oi a Board of Conciliation 
appointed for the purpose On a Board of Conciliation, 
when it does not consist of independent persons, the 
parties to the dispute will be equally represented 

Neither paity to a dispute wouhl be under any obliga¬ 
tion to accept the findings of a Court or the advice of a 
Board of cone ihation, but tlic decision of the Court or the 
Board will be published, and jiublic opinion counts m such 
matteis 

The siM'ond pint of tlie At t ndates to public utility 
services A public utility siuMie is defined as any lailway 
which the (-io\oiiioi-Geneial-iu-Couiicil may so declare 
for the purpoM's of the Act any postal, telegraph or 
telephone service, any undeitaking or business which 
supplies light or watei to the juiblic, and any system of 
public coiiseivanry or sanitation Clause 15 of the Act 
makes it a penal offence foi woikcis cmplo;yod on monthly 
wages 111 public utility scivice> to stnkc without previous 
notice 

The clauses relating to illegal strikes and lockouts 
follow closely the piovisions of the Biitish Trade Disputes 
and Tiado Unions Act of 1927 They would apply when 
both of the following two conditions are satisfied (1) a 
strike or lockout must have other objects than the mere 
furtherance of a tiade dispute within the industry con¬ 
cerned, and (2) a strike or lockout must be designed to 
coerce the Government either directly or by inflicting 
hardship on the community 

Workmen’s compensation It is proposed to amend the 
W orkmen’s Compensation Act of 1923^ which came into 
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force in July 1924 The Act applies only to persons 
employed in those branches of industry which are both 
organised and hazardous Ten classes of workmen are 
covered by the Act Some of these (members of fire- 
brigades, telegraph and telephone linesmen, sewage 
workers, and tramway men) are small in number The 
important classes arc the workers in factories, mines, 
docks and on the railways It is now felt that there is 
no justification for the exclusion from the benefits of the 
Act of some classes of workmen engaged in industries 
which are not organised, and in which accidents occur less 
frequently but still do occur, for example, workers on 
plantations At the same time the Goveinment of India 
feel that unless some scheme of compulsoiy insurance can 
be introduced, it would be unwise to contemplate any 
large extension of the scope of the Act The endeavour 
to introduce any scheme of compulsory insurance, a;t any 
rate in unorganised industries, would be attended by serious 
administrative difficulties 

It is also proposed to raise the scale of remuneration 
The adoption of the minimum scale laid down by the 7th 
International Labour Conference would involve an enhance¬ 
ment of one-third in the rate of payment for temporary 
incapacity, and would probably involve substantial enhance¬ 
ments ot amounts payable on account of death or perma¬ 
nent incapacity Such enhancement, it is felt, would be 
justified in the case of the more poorly paid workers But 
a general revision of the existing scale in the case of all 
workers seems to be necessary 

The existing scale is as follows for death the rela¬ 
tives receive 30 months’ wages, subject to a maximum of 
Rs 2,500, if he was an adult (minor Rs. 200). If a work¬ 
man IS completely disabled for life he gets 42 months’ 
wages if he is an adult and 84 months’ wages if a minor, 
subject in each case to a maxunum of Rs 3,500. For 
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permanent injury, which does not completely disable a 
worker, certain proportions of the above sums are piiid. 
There are also provisions for the minor and the more 
common injuries No compensation is paid on account of 
the first 10 days of disablement The rate of payment 
for temporary disablement is half wages for adults and 
two-thirds wages for minors, subject to certain conditions. 

Other cpiestioris undei consideration in this connec¬ 
tion are whether reclining payments may be substituted 
for lump sums payable under the Act, whether the com¬ 
pensation payable should vary witli the number of depen¬ 
dents on the deceased workman, and what steps, if any, 
should bo taken to ensure that the dependents who may 
have valid claims tor compensation do not lose compensa¬ 
tion through Ignorance The last point is of some impor¬ 
tance in a country whore the overwlielming majority of 
the workers are illiteiate and ignorant 

Methods of ]Vage Payment in India At most of the 
industrial centres iii India and particularly m Bombay, 
there is a monthly system of wage payment, and this is a 
great evil Apait fiom the monthly payment of wages, 
the employeis of labour througliout India always keep in 
hand a certain proportion of wages—that is wages are not 
paid at the end of the month, but 16 days later. A new 
hand employed in a cotton mill in Bombay thus gets his 
first month's wages altei six weeks 

The result of this system of payment is that the labourer 
cannot help lunning into debt lie has to pay higher 
prices when lie buys on credit, and for money borrowed he 
has sometimes to pay rates of interest as high as 160 per 
cent. He must repay his debt when he receives his wages, 
and very little money is left with him for the remainder 
of the month He borrows agam, and thus can never get 
out of the vicious circle It is obvious that if a worker gQt 
weekly wages, he would buy things for cash, not credit. 
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Accumulated six weeks’ wages are a great 
weapon in the hands of the employer. The advan¬ 
tage of paying wages late and not promptly at the 
end of the month, from the point of view of the employer, 
IS that the labourer cannot leave the mill without for¬ 
feiting the wages kept back. The inillowneis claim that 
workeis who guc duo notice that they mean to leave 
the mill get the money due them before they go But in 
cases of illness of the workci or his idatives, it is impos¬ 
sible to give a fortnight's notice Wheie there is a scarcity 
of industrial labour, and wheie labourers have formed the 
habit of wandering fiom mill to mill, it is easy to under¬ 
stand that the employer will be anxious to keep a hold 
over his men, but the system of keeping back a certain 
proportion of the wage woiks against the labourer. 

The employers of labour in India are opposed to the 
weekly -system of wage payment, and the Government is 
also opposed to its intioduction It is argued that the 
change would not help the labourers, or save them from 
the clutches of the money-lenders, but lead to contracton 
of credit It is, however, generally agreed that the period 
during which labourcis liavc to wait to receive their pay¬ 
ments must be reduced It is proposed to fix by Statute 
the period within which wages must be paid—7 days in 
the case of the monthly worker , 4 days for fortnightly 
workeis , 2 days for weekly, and 1 day for daily workers. 

i ^ ♦ 

Reference has been made above to the general 
outbreak of strikes in the year 1928 The total number 
of disputes during the year was 203, which involved 
506,851 workpeople and resulted in a time-loss amount¬ 
ing to 31,647,404 working days The total number of 
working days lost was even greater than the total of 
working days lost in the five preceding years put 
together. 
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The details by classes of establishments are shown 
below • 



Number 

Number 

of 

1 Number 
of 

Classes of Establishments 

1 of 

j disputes 

wot k-people 
iinohed 
in 1000 

working 
' days lost 

1 in 1000 

Cotton and woollen mills 

no 

323 

I 24,851 

Jute mills 

11) 

Gi 

1,556 

Engineering workshops 

Hallways (including Railwv\ 

11 

37 1 

! 3,148 

workshops) 

1 9 

49 ( 

1,874 

Mines 

1 

1 

5 

Others 

53 

31 1 

211 

Total 

203 

50G 1 

31,647 


The disputes weio most fiequeiit in JBombay where 
111, or nearly 65 per cent of the total number of disputes 
occurred during the year The general strike in the 
Bombay textile mills lasted neaily six months 

Causes of disputes in r.)28 i > shown by the follow¬ 
ing statement 


Causes of disputes Bij classes of establishments 


j 




Lea\o 


Classes of Establishments 

ri\ 

Bonus 

sonnel 

and 

hours 

Others. 

Cotton and woollen mills ^ 

56 


28 

4 

22 

Jute mills 1 

7 


7 

1 

4 

Engineering woikshops , 

Railways, including Railway ' 

G , 


1 


4 

workshops ' 

0 ' 

1 

1 


1 

Mines 





1 

Others 1 

34 ; 


7 

1 


Total 1 

109 

1 

44 

6 1 

1_« 


About 60 per cent of the disputes in Bombay, over 
60 per cent of those in Bengal, and all the five disputes 
in Assam arose over questions regarding wages 

The results of the majority of the disputes in 
Bombay, Bengal, Assam and Behar and Orissa were un- 
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favourable to the workers Of the 110 disputes in the 
cotton and woollen mills only in 34 cases, (17 per cent 
of the disputes) were the operatives able to secure either 
entire or partial success, in the case of ]iito mills, the 
corresponding percentage amounted to 1 5 

i: sf: + * * 


Much light IS thrown on the conditions relating to 
the well-being of the woiking classes in Bombay City 
and Island by the repoit, published in 1923, on an enquiry 
into working class budgets in Bombay, undeitaken in 
1921-22 by the Labour Office, Bombay 2,473 woiking 
class family budgets, and 003 single men’s budgets—a 
total of 3,076 budgets, weie collected About half the 
budgets referred to cotton mill woikors, the remainder 
being budgets of municipal workeis, dock labourers, and 
railway and engineering workers The aveiage working 
class family consists of 4 2 peisons, iiz ^ 11 men, 11 
women, and 2.0 children under 14, exclusive of 6 
dependents living away fiom the family 'riio average 
earnings of the family per mensem of all the 2,473 
families is Rs 52-4-6. It we include aveiage earnings in 
the 603 single men’s budgets (Rs 43-10-3 per mensem) 
the average earnings of men for the total ol 3,076 budgets 
drop to Rs 42-9-6 per mensem The income of 75 per cent 
of the families for which budgets were collected langes 
between Rs, 40 and Rs 70 per mensem How is the 
income spent ? The percentage expenditure on the mam 
groups was as follows — 


Food 

Fuel and lighting 
Clothing 
House rent 
Miscellaneous 


56 8 pci cent 

9 6 
7 7 
18 5 


100 0 

Thus more than half the total family income was 
spent on food. The percentage of expenditure on food 
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was found to decrease as the income increased, thus con¬ 
tinuing Engel’s Law. When these results are compared 
with the results of similar enquiries in other countries it 
IS found that the proportionate expenditure on food in 
countries with a high standard of living, as the United 
States, the United Kingdom and Australia, is lower than in 
India. 

The quantity of food consumed by the industrial 
workers in Bombay is insiitficient “The general conclu¬ 
sion,” sa 3 \s the report, “is that industrial workers consume 
the maximum of ceicals allowed by the Famine Code, but 
less than the diet piescribed in the Bombay Jail Manual ” 
The following table shows the daily consumption of 
cereals and other articles of food per adult male in lbs as 
arrived at from 2,473 budgets of woiking class families in 
Bombay, and tlie jail allowance — 


Articles 

2,473 

FAMILY 

Budgets 

Bombay J \ils 

lbs. 

Hard 

labour, 

lbs 

Light 
Labour, 
lbs 

Cereals 

1 29 

1 50 

1 38 

Pulses 

09 

27 

21 

Beef and mutton 

03 i 

04 

04 

Salt 

04 

03 

03 

Oils 

02 ! 

03 

03 

Others* 

07 i 



Total 

1 54t 

1 87t 

1 G9 


It IS a remarkable fact that workers in one of the 
leading Indian industries do not get more cereals' 
to eat than the famine allowance for diggers and that 
they actually get less than the jail allowance for prisoners 
“The standard of comfort,” says the report, “is not high. 

* Includes sugar, tea milk and ghee (clarified butter) 
t Exclusive of sweetmeats, condiments, spices, vegetables, fruits, fish, 
refreshments, and other food for which no estimates available 
t Exclusive of onions, condiments, vegetables and tamarind, 
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The necessaries for efficiency are not as great as they 
ought to be.” One may doubt whether tlie necessaries 
for existence iii the case of the majoiity of workers are as 
gieat as they ought to be 

As regards fuel and lighting, working class families 
do not use gas or electiicity, kerosiiie and wood represent 
the whole expenditure under this head. The expenditure 
on clothing was found to be particularly low in the lowest 
income class (below Rs 30 per mensem), and it is a cause 
of indebtedness. As regaids housing, 97 per cent of the 
working class families whose budgets were tabulated were 
living in overcrowded single rooms Since then the 
Bombay City Improvement Trust and the Development 
Diiectoiate of the (roveriiment of Bombay have made 
some progress in solving the problem of industrial hous¬ 
ing. About 50 per cent of the textile mills in the 
Bombay Presidency now provide sanitary dwellings for 
their workeis 

The working class families, except the highest income 
class, spend practically nothing on education. At least 4 
per cent of the total expenditure is accounted for by 
drink—the percentage is higher in the case of some 
classes The consumption of liquor by the industiial 
population has increased, and this is probably connected 
with the conditions under winch the industrial workeis 
live, 47 per cent of the working class families were 
found to be in debt The annual rate of interest paid 
was one anna in the rupee per mensem, or 75 per cent 
per annum 

Factory Labour in the Punjab The number of facto¬ 
ries in the Punjab is 546 (1927) Of these more than half 
(341) are cotton gins and presses The average number 
of labourers daily employed in these factories in the same 
year was 60,088 of the total 20,428 were employed in 
cotton gins and presses and 12,476 in Railway workshops. 
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On the whole industries are of very little importance m 
providing employment for labour in the Punjab 

The wages of the factory labourer are low. In 1927, 
excepting the fitter whose average monthly earnings 
amounted to Es (52, tlie wages of skilled labourers 
(monthly average) vaiied between Rs 22 [press dis¬ 
tributors, reeler (woman) and dyer] to Rs 45 {Mochi and 
carpenter)The average daily wages of unskilled 
labourers weie as follows 


Rc. as p 

Coolie,opener 10 0 

Coolie (man on gins) 0 8 0 

Coolie (woman ,, ) 0 G 0 

There has been little change in wages during the past 
four or five years. 


Rfpoti on iht II oikintj o) (ht Indian lactona Ail, Punjab, 1927, 



CHAPTER XXV 
Railways. 

The chief matters of interest m connection with 
railway administration and policy in recent years are 
(1) the transfer of the East Indian and the Great Indian 
Peninsula Railways to State management, (2) the separa¬ 
tion of railway finance from the general finances of the 
country, and (3) the adoption of a policy of Indianisation 
of lailway services 

The question of the future management of Indian 
railways was considered by the Acworth Committee 
of 1920-21 but, unfortunately, the recommendations 
of the Committee on the subject wore not unanimous 
The President and four of the members recommended 
State management, and the other five members manage¬ 
ment by companies domiciled in India In February 
1923, however, when the question of the future manage- 
*raent of the East Indian and Great Indian Peninsula 
Railways was debated in the Legislative Assembly, the 
non-official Indian members were able to cairy a resolu¬ 
tion recommending the placing of the two lines under 
State management at the close of their contracts This 
has been done, but the policy of State management of 
railways has not been accepted by Government. The 
Government view is thus explained in the' Railway 
Administration Report for 1922-23 “ The Government 

of India, however, expressed themselves as being so con¬ 
vinced by the almost universal failure of this method 
[State management] in other countries that they proposed, 
while accepting the necessity for taking over the manage¬ 
ment of the East Indian and Great Indian Peninsula 
Railways, to continue their efforts to devise a satisfactory 
492 



493 


form of Company domiciled in. India to take these 
Railways over eventually on the basis of real Company 
management” (para 14). 

Real company management is however, i mpo ssible in 
India A company can effectively manage a concern 
when the money invested is its own and when it enjoys 
undivided responsibility for management. In the case of 
the more important lines, however, the greater part of the 
capital was found by the Government, The Government' 
IS the real owner, and it cannot hand over its property to 
a company to be managed as the company pleases 

Company management under Indian conditions means 
a division of responsibility which does not make for 
efficiency It may be possible to show that Company 
management has succeeded in other countries and that 
State management has failed, but there is general agree¬ 
ment in India with the view expressed by the Govern¬ 
ment of India in a Despatch to the Secretary of State dated, 
17th August 1917, that “so far as efficiency is concerned 
there is really nothing to choose between a Companyt 
managed line in this country and one under Stat^ 
management 

Further, Indian public opinion is overwhelmingly 
m favour of State management, and Indian opinion on 
such a question is entitled to weight 

The dissenting members of the Acwoith Committee 
mention, as one of the grounds which lead Indian opinion 
to desire State management, the belief that the amplijy- 
me nt of J [i^iansj.n the h igher grades of railway service 
will be better secured under State than Company manage¬ 
ment, Th.s IS not the strongest argument in favour of 
State management, but stilt _it is an argument whichjcan- 
not he I gno red. On the 1st of April 1924, the percentage 
of Indians employed on the East India, Great Indian 


Acworth Report, para 230, 
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Peninsula and North Western Railways was as follows; 


Percentage of Indians 
to the total number of 

E I R 

G I. P R 

N W R. 
(Government) 

Officers 

15 6 

11 3 

21 2 

Subordinates 

11 1 

20 0 

36 0 


When wo lemomber that it is with money secured 
on Indian taxation that Indian railways have been almost 
entirely built, it is scandalous that foi purposes of higher 
appointments the railways should be treated as practi¬ 
cally a monopoly of Europeans , the desire to place Indian 
1 ail ways under State management so that Indians should 
have better opportunities of employment in the higher 
grades ot railway seivice is a perfectly legitimate desire 
It has been pointed out above that the Government 
have not accepted the principle of State management of 
Indian railways When, however, the question of separat¬ 
ing railway finance from general finances was discussed in 
the Assembly in September 1924, the following agreement 
was reached between the Government and the Assembly 

“ Government undertook that the arrangements for separation should 
hold good only so long as the East India Railway and the Great Indian 
Peninsula Railway, and the existing State managed railway?, remain 
under State management , that no negotiations for the transfer of any 
of the railwajs to Company management should be concluded until 
facilities had been given for the discussion of the whole matter in the 
Assembly , and that, further, if any of the above railways were trans 
ferred to Compan> management, the Assembly should be at liberty to 
terminate the anangoincnts for separation”* 

The separation of the railway budget from the general 
budget was unanimously recommended by the Railway 
Committee. “We do not think,” they said, “that the Indian 
railways can be modernised, improved and enlarged so as 
to give to India the service of which it is in crying need at 
the moment, nor that the railways can yield to the Indian 

* Railway Administration Report, 1924-25, para. 5. 
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public the financial return which they are entitled to expect 
from so valuable a property, until the whole financ i il 
methods are radically ^reformed And the essence of this 
reform is contained in two things —:(1| the complete 
separation of the railway budget from the general budget 
of the country, and its reconstruction in a form which frees 
a great commercial business from the trammels of system 
which assumes that the concern goes out of business on 
each 31st March and recommences dc noto on the 1st of 
April, and (2) the emancipation of railway manage¬ 
ment from the control of the Finance Depaitment ” 

Under the old system the net receipts from the,State 
railways (worked by State and b}’’ Companies) formed 
part of the general revenues of the country, out of which 
allotments, varying from year to year, weie made for 
capital expenditure The Mackay Committee of 1907 
emphasized the iiectl for adopting a, steady annual rate of 
capital expenditure whrch could be maintdined even in 
times of difficulty, and they suggested Rs 18 75 crores 
as a standard But the following figures show that 
actual capital expenditure generally was much below the 
standard recommended by the Mackay Committee — 


Lakhs 

C.ipit.il Programme Lakhs of Rupees * 

1908 09 

15,00 

1909-10 

15,00 

1910-11 

1G.30 

1911-12 

14,25 

1912-13 

13,50 

1913 14 

18,00 

1914-15 

18,00 

1915-lG 

12,00 

191G-17 

4,50 

1917-18 

5,40 

1918-19 

G,30 

1919-20 

26,55 

1920 21 

21,98 

1921-22 1 

17,82 


* Aacorth liepo7t^ para. 34. 
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The stoppage of railway development during the 
War was inevitable, but even in pre-War jcais the allot¬ 
ments were below the standard recommended by the 
Mackay Committee The consequences to the lailways 
of this policy were serious “ There are scores of 
bridges with girders unfit to cany tram-loads up to 
modern requirements , tlieie are many miles of rails, 
hundreds of engines, and thousands of ivaggons whose 
rightful date for renewal is long overpast 

The main objection to the old system was that the 
whole of the excess of railway leveniie over expenditure 
m years m which expendituie was low was utilised for 
the general purposes of the Government, and no reserve 
was kept for the railways 

The Acworth Committee unanimously recommended 
that the whole of railway receipts, after paying the 
working expenses and interest on capital borroweil by the 
State for railway purposes, should be at the disposal of the 
railways, to be devoted to new capital reciuiremcnts (whether 
directly, or as security for now debt incurred) oi to re¬ 
serves, or to be utilised in the form either of reduction of 
rates or improvement of service 

With effect from the year 1924-25 the lailway budge 
has been separated from the general budget Under the 
convention adopted by the Assembly in September 1924 
the railways make a fixed contribution to the general re- 
! venues equal to 1 per cent on the capital at charge of 
commercial linos plus one-fifth of the surplus profits of 
the penultimate year. In addition to these payments the 
railway revenues have to pay one-third of the excess over 
3 crores of any surplus remaining to the railways after 
the payment of the fixed contribution as explained above. 

The interest on the capital at charge of, and the loss 
in working strategic lines is borne by the general revenues, 


Acworth Report, para. 68 
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and 18 therefore deducted from the amount of the fixed 
contribution. * 

As an example, we may consider the payment of 631 
lakhs by the railways U) the general revenues in 1927-28 
The figure was arrived at as follows — 

Baaed on actiiah of penultimate year 1026-26. 

Fiyuref in thoiumnda of lis. 


1 1 per cent on capital of Rs. 6,00,37 .it charge of Rs 

commercial linos to the end of l‘J‘25-‘2G 6 00,37 

2 Surplus (excess of rcieipts over chargi",) 4,74,2.5 

3 Contribution of one fifth of surplus 94,85 

4 Total contribution from Ry rcienues, 1 3 G 96,22 

5 Loss on str itogic lines 1,46,27 

6 Net pajmciit duo from i.iih\a\s to general reienues 1 

in 1927-2S 4 minat 5 6,48,96 

7 Total gam from railwajs in 1927-28* ' 10,94,41 

8 Excess of gam over contribution, 7 miniit 6 j 6,46,46 

9 Contribution equal to ono-third of excess oier ' 

3 crorcs j 81,82 

10 Total contribution to general reienues during 1927- 

28, 6 9 ! 6,30,77 


The annual contribution made by tlie railways to the 
general revenues since the separation of lailway finance 
from general finances is shown below. 


Lakhs 


1921-26 

1926-26 

1926 27 

1927 28 

1928- 29 

1929- 30 


677 

549 

601 

on 

548 (revised estimate) 
626 (budget estimate) 


The lailways have certainly gained from the sepa¬ 
ration In 1921 it had been decided to fix the pro¬ 
gramme for capital expenditure for the quinquennial 


* The total gam is found by deducting from the total receipts (in¬ 
cluding Government share of surplus profitb from subsidised Companies 
and interest on Depreciation and Reserve Fund balances and other mis¬ 
cellaneous receipts), the total charges (including surplus profits paid to oom- 
panies, interest and other miscellaneous charges). 
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period beginning 1922-23 at Rs 150 crores, or Rs. 30 
crores annually, but the actual capital outlay from 1922- 
23 to 1926-27 was a little less than 100 crores The 
main reason for the scale of expenditure not reach¬ 
ing 30 crores annually was the delay caused by 
the examination of the works proposed It was 
necessary, first, to co-ordinate railway requirements with 
financial considerations, and, second, to co-ordinate various 
parts of works which weie to be undertaken 

However, the capital outlay in 1927-28 on State-owned 
lines amounted to 32 5 crores and in 1928-20 (revised esti¬ 
mate) to 26 crores , the budget estimate for 1929-30 is for 
33 5 crores. It will appear that at pieseiit the expendi¬ 
ture on capital works is on a sufficiently liberal scale. 

The following table shows the number of and earn¬ 
ings from passengers carried by railways separately for 
each class in 1913-14 and 1927-28 



Pfweiige)> tunifd 

Class 

; 1913-14 * 

; Number (1000) 

1927-28 

Number (1000) 

I 


i 715 

980 

II 


, 3,253 

9,963 

Inter 


! 12,000 

17,351 

III 


390,412 j 

594,821 


Earmngs from s 

Class 

1913-14 

I.akh Rs 

1927 28 

liakh Rs 

I 

69 

1,14 

II 1 

89 

1,96 

Inter 

1,03 

1,69 

III 

18,37 

34,39 


• For 1913-14 add 30,114,000 Season and Vendors’ tickets of all classes 
and 19 lakhs of earnings from this source For 1927-28 the number of 
such tickets and their earnings are included under the respective classes 
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About 88 per cent of the earnings of Indian railways 
from passenger traffic are from third class traffic. The 
grievances of third class passengers, which are well-known, 
were brought to the notice of the Acworth Committee, 
and they form the subject of debate in the Assembly 
every year No class of passengers have a stronger 
claim on the railways as regards improvement of condi¬ 
tions under winch they travel than third class passengers 

The goods earnings in 1027-28 amounted to 67*34 
crores from 85 82 million tons of goods earned 

Indianisation. 

The Acworth Committee recommended a policy of 
Indiainsation of railways It drew pointed attention to 
the practical exclusion of Indians from the higher posts. 

“At the date of the last leport [1920-21] there were 
employed on the railways of India about 710,000 persons; 
of these roughly 700,000 were Indians and only 7,000 
Europeans, a proportion of just 1 per cent But the 7,000 
were like a thin film of oil on the top of a glass of water, 
resting upon but hardly mixing with the 700,(XX) below. 
None of the highest posts are occupioil by Indians . very 
few even of the higher ”* 

On 20th September, 1924, a Resolution was adopted 
by the Legislative Assembly recommending to the Govern 
ment the rapid Indiainsation of the raiKvay services A 
policy of Indianisation has been adopted, and it may be 
interesting to consider how effect is being given to it 

The Railway Administration Report contains two 
statements m connection with Indianisation statement of 
Gazetted Officers on State-managed railways and officers 
of corresponding rank on Company-managed (Class I) 
railways (excluding H. E H. the Nizam’s Guaranteed 
State and Jodhpur Railways), and statement of sub- 


Para. 18S of ths Report, 
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ordinates on scales of pay rising to Rs. 260 per mensem 
and over on the same class of railways. 

On the 1st of April 1924: about 85 per cent of the 
Gazetted and 76 per cent of the subordinate posts were 
held by Europeans and Anglo-Indians The progress of 
Indianisation between 1921-25 and 1927-28 is shown by 
the following table — 

Staff 


1 

European 

Anglo 

Indian, 

Indnan 

Total 

1913 14 

7,986 

10,437 

614,882 

633,305 

19i22-23 

, 6,883 1 

12,129 

730,668 

749,680 

1924-25 

, 6,299 

11,965 

722,590 

740,854 

1927 28 

1 5,110 1 

14,374 

1 780,618 

800,102 

1st April 

Oazetted Offco ■< 



1925 

1 1,516 

; 87 

1 528 

1,931 

2,178 

1928 

1,485 1 182 

1 511 



Pt7ieu(iiije'< 



1925 

I 7,151 

1 4 50 

1 10 99 

m) 00 

192S 

6'« 1,1 

1 S 30 

1 23 46 

m 00 


1 Snbordmate Sei uu 

e 


1925 

1 2,810 

1 2,949 

j 2,031 

7,840 

1928 

j 2,042 

1 3,792 

' 2,772 1 

8,606 


1 

Pert eiUages 



1915 

1 35 14 

1 3702 

i 26 54 

too 00 

1921, 

23 73 

1 4400 

j 3221 

moo 


It Will be seen that both the number and proportion 
of Europeans in railway service in 1928 were less and of 
Indians greater than in 1926. 

The figures for Anglo-Indians are interesting. They 
form one-twentieth of one per cent of the total popula¬ 
tion of British India, but their share of Gazetted appoint¬ 
ments increased from 4*6 per cent in 1925 to 8‘36 per 
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cent in 1928, and of posts in subordinate service from 
37'62 per cent to 44 06 per cent. 

Government and Indian Railways. 

Of the important railway lines, 4 are owned and 
worked by the State, six; ate owned by the Stat-e but 
worked on its behalf by Companies enjoying a guarantee 
of interest from the Grovernment,* three important linesf 
and many others are owned by private Companies, some of 
which are worked by the Companies, while others are 
worked by tlie State or by the Companies which work 
State-owned systems, several minor lines are the property 
of District Boards, or eiijoy a guarantee of interest by 
such Boards 

Over all lines in British India, however, the rxovern- 
mont of India exercise general powers of control they 
have also a financial interest in all Railway Companies in 
British India, and a preponderating interest in most of the 
important railways. 

Railway constluction staited in 1849 when a contract 
was made with the East India Railway Company for the 
constiuction of an experimental line of 100 miles from 
Calcutta to Mirzapore or Rajinahal, the East India Company 
guaranteeing a return of 6 per cent on the capital invest¬ 
ed , a similar contract was made in the same year with the 
Great Indian Peninsula Railway for a line from Bombay 
to Kalyan The question was considered whether railways 
should be constructed by the State diiectly, but Lord 
Dalhousio hold the view that railway construction was 

• Tho North-VVostoni, Eiistern Bengal, East Indian (amalgamated >vith 
the Oudh and Rohilkhund Railwav from the 1st July 1925) and Great Indian 
Peninsula Railways are owned and worked by tho State The Bengal-Nagpur 
Assam-Bengal, Bombay Baroda and Central India, Madras and Southern 
Mahratta, South India and Burma Railways are owned by the State but 
worked on its behalf by Companies 

f The Bengal and North-Western, Rohilkhund and Kumaon and 
Southern Punjab 
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not one of the functions of government, and m 1864 the 
policy of entrusting the work to companies enjoying a 
guarantee of interest was adopted. Contracts were made 
with several companies between 1854 and 1860 by which 
the East India Company (or the Secretary of State), besides 
providing land, guaranteed interest on the capital at 4^ to 
5 per cent (according to the prevailing market rate of 
interest), it was also agreed tliat half of any surplus pro¬ 
fits earned was to be used towards repaying the Govern¬ 
ment any sums by which it had made good the guarantee 
of interest, the remainder was to belong to the share¬ 
holders The railways were to be hold by the Companies 
on leases terminating at the end of 96 years, but the 
Government reserved to it'-elf the right of purchasing the 
lines after 25 or 60 years 

The guarantee system did not prove very economi¬ 
cal, and in 1862 an attempt was made to promote railway 
construction by moans -of subsidies, instead of a guaran¬ 
tee of interest The system was*^ further developed 
in 1864 The subsidy took the form ot an annual payment^ 
for 20 years at aiate not exceeding £100 per mile of line, 
with an addition in respect of bridges costing more than 
£10,000 The subsidies, however, failed to attract capital, 
the two unguaranteed companies that had been formed 
in 1862 were later given a guaiantce of interest It was 
recognised in 1869 that unguaranteed companies could 
not be expected to play any important part in the develop¬ 
ment of Indian railways 

Two changes were now made in the Governraent 
policy in regard to railway construction. (1) It was 
arranged w^th some of the most important ot 'The guaran¬ 
teed companies that half of the surplus profits for each 
half-yeg-r should be the property of the Government. This 
was a more profitable arrangemeaf firom the point of view 
of the Government than the provision regarding the 
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division of surplus profits. (2) The Government decided 
to construct railways itself "TFor several years after 1869 
no fresh contracts with guaranteed companies were made 
except for small extensions 

By the end of 1879 India liad 8,303 miles of railway, 
of which 6,128 miles had been constructed by companies 
at an approximate cost of £97,872,000 and 2,175 miles by 
the State at a cost of £23,695.226 

In 1880 the Straehey (Famine) Commission urged 
the necessity of a rapid extension ol the railway system 
In view of the difficulty of bori owing large suras directly 
by the State for the purpose, the Commission recommended 
a re-trial of the guarantee system under conditions more 
favourable to the State Seveial companies weie formedj 
after 1880 with a guarantee of interest, but in each easel 
the terms of guarantee given (o the Conipanies were more j 
favourable to the Government than in the case of the first- 
guaranteed companies. For example, the Government 
guaianteed 4 pei cent interest to the Indian Midland and 
Bengal-Nagpui Railway Companies, but the Secretary of 
State was entitled to three-ipiarters ot the surplus profits 
in excess of all interest charges 

The Government has tieely exercised the right that 
it had reserved to itself ot terminating the contracts of the 
railway companies In some cases the lines purchased 
have been transferred to State management (the Eastern 
Bengal, the Bengal Cential, Oudh and Rohilkhund, and 
Smd, Punjab and Delhi linos for example) In other 
cases the lines were accpiirod and placed under the manage¬ 
ment of other companies with which they weie amalga¬ 
mated (the Madras and the Indian Midlaml lines), in still 
other cases the old company management was allowed to 
continue but more favourable terms were secured for the 
State by the reduction of the amount of the company’s 
capital, reduction of the rate of guaianteed interest and 



604 


modification of the clauses relating to the division of the 
surplus profits This method was adopted in the case of 
the East Indian and the Great Indian Peninsula Eailways, 
besides other lines, but these two lines, on the termination 
of their contracts in December 1924 and June 1925 were 
transferred to State management 

The total mileage open to traffic at present is over 
40,000 

*ThG relations between the Government and the guaranteed Companie? 
now working lailways may be summaiised as follows — 

The lines that they work are the propcitj of the State 
The greater part of the capital is the piopoitj of the Govoinment, either 
through having been originally supplied by it or througli the acquisition by 
the Government of the gicater part of the Companies’ interests on the termi 
nation of old contracts 

When funds are lequired for fuither capital cx.pendituio, the Govern- 
ment has the option either of providing them or of calling on the Company 
to provide them The Company receives guaranteed interest at a fixed rate 
on its capital, and similar payments out of the earnings are made to the 
Government If, after these have been made, suiplus profits remain, they 
are divided between the Government and the Company m the vauous propor¬ 
tions provided for by the contracts The Company’s share is in all cases 
only a small fiaction of the Goveinment’s share 

All the contracts, except one, which is for a fixed term of 25 years, are 
terminable at the option of the Secretary of State, at specified dates , and on 
teimmation the Company’s capital is payable at par i(except in the case of the 
East Indian Railway Company, which is for special reasons to receive a 
terminable annuity instead of a cash payment) 

The Administrative oontrol exeicised by the Government over the Com¬ 
panies IS as follows — 

The Conwany is bound to keep the line in good repair, m good working 
condition, ana fullv supplied with rolling stock, plant, and machinery , to 
keep the rolling stock in good repair and in good woiking condition , and to 
maintain a sufficient stiff for the purposes of the lino , all to the satisfaction 
of the Secretary of State 

The Secretary of State may require the Company to carry out any altera¬ 
tion or improvement in tho lino, or m the working, that he may think 
necessary for the safety of the public or for the effectual working of tho line 
The Secretary of State may require the Company to enter into agree¬ 
ments, on reasonable terms and conditions, with tho administration of 
adjoining railways for the exercise of running powers, for the supply to one 
another of surplus rolling-stock, for the interchange of traffic and rolling- 
stock and the settlement of through rates, and for additions and alterations 
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Organisation for Government Control 

The formation of a Railway Board was recommended 
m 1903 by Sir Thomas Robertson who had been appoint¬ 
ed by the Secretary of State in Council as Special Com¬ 
missioner for Indian Railways to enquire into and report 
on the administration and working of Indian railways. 
The Railway Board came into existence in 1906 It was 
made subordinate and directly responsible to the Govern¬ 
ment of India in the Department of Commerce and 
Industry 

On the recommendation of the Mackay Committee on 
Railway Finarico of 1907, the Board was made independ¬ 
ent of the Department of Commerce and Industry, though 
it remained under the administrative charge of the Mem¬ 
ber, Commerce and Industry Department, as the Railway 
member 

The Acworth Committee recommended the creation 
of a new Department of Communications responsible for 
railways, ports and inland navigation, road transport and 

to, or the redistribution of existing accommodation in junctions or other 
stations m view to their convenient mutual use 

The tram services to be such as the Secretary of State may require In 
order to secure a general control over the rates quoted by Companies the 
Secretary of State has retained power to settle the classification of goods and 
to authorise maximum and minimum rates within which the companies shall 
be entitled to charge the public for the conve}ance of passengers and goods 
of each class 

The Company has to keep such accounts as the Secretary , 1 ^ State may 
require, and these are subject to audit by the Secretary of Stat^ 

In all othei matters relating to the line, the Company is made subject 
to the supervision and control of the Secretary of State, who may appoint 
such persons as ho may think proper for the purpose of inspecting the line, 
auditing the accounts, or otherwise exorcising the power of supervision and 
control reserved to him. In particular, the Secretary of State has the nght 
to appoint a Government Director to the Board of the Company, with a power 
of veto on all proceedings of the Board All the monies received by the 
Company in respect of the undertaking, whether on capital or revenue account, 
have to be paid over td the Secretary of State (Appendix A to Railway 
Administration Report.) 
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post and telegraphs under a member of Council in charge 
of Communications, assisted by a technical staff consisting, 
on the railway side, of a Chief Commissioner and four 
Commissioners The recommendations of the Acworth 
Committee were not accepted in their entirety by the 
Government, but the old Railway Board has been re¬ 
organised The present Railway Board consists of a 
Chief Commissioner as President, a Financial Coramig- 
sioTier and two members, the Cliief Commissioner being 
Secretary to the Government of India in the Railway 
Department The superior staff iindei the Bailway Board 
consists of 5 Directors, 4 Deputy Directors, a Technical 
Officer, 2 Assistint Diiectors, a Secietary and a Deputy 
Secretary 

The guiding principles in tlie deve]o})mont of our 
railway system have been two, humanistic and Imperial¬ 
istic. 

The railway i-« an important means of famine protec¬ 
tion It has been shown in Chapter V that the heavy 
mortality in famines in the pre-railway days was princi¬ 
pally due to the difficulty of moving grain to the famine- 
stricken aieas The ditficulty has been largely overcome 
by means of the railway Wo have also seen that it was 
at the ii]#ance of the Famine Commission of 1880, which 
estimated that at least 6,000 miles were still necessary to 
protect the countiy from famine, that a more energetic 
policy in regard to i ail way construction was adopted. 

In the second j^laco, lailways have helped in {a) the 
consolidation of political power and {b) the development 
of the export of raw produce and the import of manufac¬ 
tured goods 

(a) The most economical method of building up the 
railway system, as Captain Guenther Voigt points out, 
would have been to begin from the east or the west 
coast and to expand the railway_net inwards. The lines 
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already built would have helped to carry railway material, 
and the cost of railway construction would thus have been 
reduced. But railway construction was started simultane¬ 
ously from several points, and all consideiations of costs 
were ignored The object was to link up the three Pre¬ 
sidencies, with a view to lacilitating the movements of 
troops fiom one part of the country to another. The 
Mutiny had shown that in a country that was practically 
roadless the lajnd construction of lines connecting distant 
points was of the gieatest political importance This aim 
was steadily pursued, and by 1872 trains were running 
between Lahore-Calcutta, Lahore-Bom bay, Bombay-Allah- 
abad-Calcutta, and Ijahoie-Bombay-Madias 

{h) It has 1)0011 shown in a preceding chapter that till 
recently no attention was paid by the Government to the 
development of Indian manufacturing industries We 
have also seen that even at the present time our exports 
consist mostly of raw products and imports of manufac¬ 
tured goods. Railway policy has stimulated this develop¬ 
ment The Indian Industrial ('ommission drew attention 
to the favourable rates for raw produce moving to the 
ports and imported maiiufactuied articles moving up- 
country from the ports The effect of such railway rates 
has been to discourage Indian manufacturing industries 
As an example the Industrial Commission quoted the 
case of hides the port rates were 50 per cent, less than 
the internal rates, which discouiaged Indian tanning. “ It 
would be easy to support the statements made above,” the 
Commission added, “ by numerous instances , but the facts 
are generally admitted ” * 

The result of railway policy has been the congestion 
of industries in port towns. The Commission, with 
the object of encouraging the diffusion and decentrahsa- 
tion of industries, recommended the adoption of the 


Report, para 271 
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principle in railway rating that “ internal traffic should 
be rated as nearly as possible on an equality with traffic 
of the same class over similar distances to and from the 
ports.” * 

Complaints were made not only to the Industrial 
Commission but to the Acworth Committee and the Fiscal 
Commission that Indian industries had to pay unfair rates 
both on their raw materials transported from other parts 
)f India and on their manufactured articles despatched to 
;he various markets As may be expected the railway 
luthonties believe that the complaints are largely un¬ 
bounded The Fiscal Commission thought otherwise f 

Our railway system has not developed naturally, like 
the English system, according to the requirements of 
internal trade and industry According to a foreign critic, 
Captain Guenther Voigt, the colonial relation between 
India and England furnishes the key to Indian railway 
policy in the past as well as the present + 


* Report para 272. 

^Report of Ft^al Com para 127 

\8taat und Ei'tenhahnwe'trn in limtish-Indien, concluding remarks (Julius 
Springer, Berlin, 1925) 




CHAPTEE XXVI. 

Tub Money Market. 

The subject has been divided into three parts we 
shall first consider the chief features of our money ^ 
market which distinguish it from the money markets 
of other countries , secondly, wo shall study the struc¬ 
ture of the money market , and thirdly, attention will 
be drawn to the important changes in our credit system 
which were recommended by the last Currency Com¬ 
mission. 

The Indian money market difteis in certain essential 
respects from the money markets of Europe The 
money market in the leading countries of Europe (and 
in the United States) is guided and controlled by a 

central_bajik which enjoys the right of note-issue and 

which 18 the custodian of the country’s reserves The 
Bank of England, for example, is the centre of the Eng¬ 
lish credit system, and the connection between the rise 
and fall of the Bank of England’s rate of discount and 
the supply of credit on the one hand, and the foreign 
exchanges on the other, is well known. In India we 
have no central bank at all The Imperial Bank of 
India was formed in 1921 by the amalgamation of the 
three Presidency Banks, and its foimation was regarded 
as the first step towaids the creation of a central bank. 
But the Imperial Bank has not developed into a central 
bank While it is a bankers’ bank in some sense, it has 
nothing to do with the management of the note-issue 
or the maintenance of exchange It is proposed to 
establish a Reserve Bank which will manage the note- 
issue and control both the banking and currency reserves 
of the country. The Reserve Bank will be a proper 
509 
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central bank , until it is established, the Indian banking 
system will remain a multiple-reserve rather than a 
single-reserve system 

There is no direct connection between the rise and 
fall of the Imperial Bank rate and the exchange value 
of the rupee The fluctuations of the bank rate reflect 
the condition ot the internal demand for money They 
do not directly influence the movement of gold to or 
from the country, like those of the Bank of England. 
The Imperial Bank is not poiinitted to deal in foreign 
bills, and while at a time when the bank rate in India 
IS high, conditions tavoiiiable to a rise of exchange would 
tend to be created, the rise or fall ot exchange is more 
directly influenced by the Government’s large remittance 
tiansactions than the normal fluctuations of the bank rate. 

These fluctuations themselves form the most striking 
contrast to conditions in the money markets of Europe 
The changes in the Indian bank rate from July 1928 
to the end of June 1929 are shown below 

Rate of dihcoant of the Imperial Bank of India 

Per cent. 


1928, July 19 5 

,, Nov 16 () 

,, Dec 13 7 

1929, Feb 14 8 

,, April 11 7 

,, May 9 6 

,, June 6 5 


In the course of 12 months, the rate was gradually 
raised from 5 per cent to 8 per cent and then reduced 
to 5 per cent again 

The rates of discount of the leading central banks 


at the end of June 1929 were as follows — 

Per cent 

Federal Reserve Bank of New York, since 12th July, 1928 6 

Bank of England, since 7th February, 1929 6i 

Bank of France, since 19th Januacy, 1928 3^ 

Bank of Germany, since 25 April, 1929 7j 
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The Federal Reserve Bank of New York had, by the 
end of June 1929, maintained a rate of 6 per cent for a 
year, and the Bank of France a rate of per cent for 1-J 
years The Bank of England maintained a rate of per 
cent from 21st April 1927 to 7th February 1929, or for 21 
months The Bank rate in Germany remained unchanged 
at 7 per cent from 6th October 1927 to 12th January 1929, 
or for 15 months On 12th January it was lowered to 6^ 
per cent and then raised to 7^ per cent on 25th April 

It will be seen that, fiist, changes in the Indian bank 
rate are more frequent as compared with those in the 
United States or the leading countries ot Europe, and, 
second, that the range of fluctuations is wider In the 
year 1924 the highest rate was 9 per cent (February to 
April) and the lowest 4 (August) The year 1924 was 
somewhat exceptional, but normally our bank rate rises 
to 7 or 8 per cent in Februaiy and falls to 5 or 4 per 
cent in August The maximum and minimum rates 
in the pre-War year 1913 were 8 per cent in February 
and 3 per cent in August. 

The extraordinaiy fluctuations of the bank rate aie due 
to the seasonal character of In<lian pioduction and trade 
There is a busy season and a slack season , and in the 
absence of satisfactory arrangements tor the expansion 
and contraction of the currency according to seasonal 
requirements, the bank rate must rise in the season of 
active trade and fall when trade is less active * 

* The seasonal character of the demand for money is well brought out 
by the following brief extiacts fiom the weekly monc\ article in the Capital 
of Calcutta 

The Cahnlta Money Mat let 

1928 July 4 “ Increasing ease has been the feature of the local money 

market throughout the week ” 

,, July 11. “ Banks are well supplied with funds and are taking little 
interest in usance money, rates for 1 and 2 months being 
more or less nominal in the absence of borrowers ' ’ 

M Aug 16 “ The demand lor money improved towards the end of the 

week ” 




The next point to notice is the close connection be¬ 
tween the Government and the money maiket 

Under existing conditions Government is the chief 
currency authority The expansion and contraction of the 
currency is carried out by the Govoinmcnt . all currency 
reserves are controlled by the Government , and Govern¬ 
ment alone is responsible for the maintenance of ex¬ 
change 


1928 Aug 23 
,, Sep. 12 

„ Oct. 17 


Nov 


7 


Nov 


28 


,, Dec 19 

1929 Jan 16. 
,, Feb C 

,, Feb 19 


Feb 26 
March 6 

Mar 27. 


‘ ^louev ratcb ha\e haidened during the week ” 

“ Treasui> Bill repayment', on Situidas, the Kt September, 
brought about easier mone\ utes this week,” 

“ ‘Call’ and ‘short’ rates hue been is low as Ij percent but 
a better enquirj arose towards the close [of the week] and 
borrowers paid 2 per cent for short monej There are 
indications that lates for longer poiiods will firm up within 
the next week or two ” 

“ Conditions for ‘call’ and ‘short’ money aie uniltered On 
the othoi hand the enquiry for 2 and 3 months’ inonoj is 
broadening, rates are firm and are expected to harden 
within the next week or so ” 

“ Money has been difficult to emplov and rates aie easier for 
all positions due to some extent to the announcement of 
the cessation of sales of Treasury Bills and the very dull 
state of jute business ” 

“ Time money lates have hardened and 5^ per cent has been 
paid for 3 months’ loans ” 

“ Money has been in steady demand thioughout the week ” 

“ In the local money market money hxsbcen in good demand 
with supplies scarce ” 

“ Money has been 111 strong demand throughout the week, 
prior to the announcement of the increase in the bank 
rate to 8 per cent shoit loans were quoted at 6^ per cent, 
but the appearance of any largo borroweis found lenders 
reseived On reopening on Friday ‘call’ was done at C 
per cent and there was a good enquiry for one month’s 
money at 5f.” 

“ Jlore stiingent conditions have been seen this week ” 

“ Money continues to be in strong demand and rates have 
been well maintained throughout the week ’ ’ 

‘ ‘ Although there is no change in money rates to bo recorded 
this week, there are signs that the stringent conditions 
which have prevailed for some weeks are relaxing to some 
extent ’ ’ 
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This IS not a very desirable state of affairs, either 
from the point of view of tlio Government or from that 
of the commercial community. Sir Basil Blackett, who 
preceded SirGoorgo Schu'^tcr asthe Finance Member of the 
Government of India, iii the course of an address to the 
Delhi University (1925) remarked “I have said again and 
again that the present cuirency system and pi act ice put an 
undue responsibility on the Goveinment in this matter, 
this is one of my strongest reasons toi advocating change ” 
There are stronger reasons still for advocating change , so 
long as the present system continues. Government will 
have the power of upsetting the money market by their j 
arbitrary action, and this power must bo taken away from | 
the Government. A good example isfuriiibliod by the rise 
of the Bank rate to 8 per cent on Pebruaiy 14, 1929 On 
February 13, the Impeiial Bank was informed by Govern¬ 
ment that the Bank would have to pay, until further 
notice, 8 per cent interest on loans taken by it from Gov¬ 
ernment (that IS, for the issue of emeigcncy cuirency), and 
the Bank was thus forced to raise its rate to 8 per cent: 

"Tho nso m tho bunk rate,” wioto the Capita’ m its I'.sue of 
February ‘21, “ camo as a bombshell to tho mxrket, iiul was foicccl on 
the Imperial Bank under piotcst bv moasurcs which indicate that when 
a conflict of opinion arises, tho Finance Depiitmcnt i-. in a position to 
dictate the policy to bo pursued Whethei the xigmnonts Oo\einment 
adduced in support of their decision wcio sound, can bo proved onlv bj 
expeneiico Government carry the cxclusuo responsibility for tho action 
taken, and under the elastic piovisions of the Act governing the issue of 

1929 April 2 “ The easier conditions noticeable towaids the close of last 

week have boon maintained ” 

,, May 1 “ Conditions continue to bccomo easier and the weeklj sales 

of Treasury Bills have, as yet, had no eflect in a market 
where lenders now predominate ” 

,, June 5 “ Money 13 in abundant supply now with all rates nominal 

in the absence of borrowers Short loans are quoted at 
IJ per cent to 2 per cent and 2 per cent for 1, 2 and 3 
months’ money ” 

,, June 26 “ Rates show no change on the week and floating supplies 

are more than ample for borrowers ’ ’ 




emergency curreno\, tbo Bank is reduced to the position of agent of the 
Emance Departnwnt ^Mtb \ery little oontrol over the policy to be pur¬ 
sued. It ra.w be usoiul to file that f.iet for reference, when discussions 
are resumed concerning the project of a R«»,orvo Bank Such an in¬ 
stitution, if governed b\ the same lules and conventions which now do 
termme official relations with tho Imperial Bank, would obviousl) be ‘inde¬ 
pendent’ only in name ” 

Ill a statement made in the liCgislative Assembly the 
Finance Member stated tliat “ in order to maintain the 
equilibrium of exchange and to ensure that Indian prices 
moved pan passu with gold puces it was necessary to raise 
the level of money rates in India.” The statement made 
later m the Council of State Mi Burdoii, Finance Secre¬ 
tary, was still more cleai He said that since the Bank of 
England rate had been raised from to 5^ per cent, the 
market rate of exchange had vaiied between U' 6|^c? 
and l.«f 6d and that it was the duty of the Government as 
chief currency authority to maintain stability, that during 
the first two weeks of February a certain number of 
tenders at Is 5|d had been received and rejected , and 
that since then the Govoinment had been able to purchase 
the full amount required at 1.9 (id and above. 

At the time when the bank rate was raised the amount 
ot emergency cuireiicy did not exceed 9 crores against a 
maximum limit of 12 crores, but Government claimed that 
they had issued 4 4 crores ot additional currency against 
sterling (1 crore), ad hoc secuiitics (1 ciore) and gold im¬ 
ported from South Africa (2 4 croies) 

The incidence shows the importance of Government 
as f. factor in tho Indian money market It also shows 
the desirability of handing over the entiie management 
of currency and exchange to an independent central bank. 
Conflicts of opinion on such questions between the com¬ 
mercial community and Government are unseemly, and 
they do not increase any one’s confidence in the financial 
policy of the Government 

Turning to the structure of the money market, we 



616 


find that it consistw of indigenous as well as fon-ign ele¬ 
ments. The village moix-y-lender, the private banker in 
towns and shroffs in the Presidency towns form the 
foundation of the Indian credit system. On this founda¬ 
tion there has been cnu ted a superstructure of credit, a 
banking organisation, such as exists in a much more deve¬ 
loped and complicated fonn in the West Both the ele¬ 
ments, Indian and foieign, p( iforin useful functions, but 
the indigenous banker, perhaps, plajs the more important 
part m providing the agriculturist and the craftsman with 
the credit which they need, and also in the financing of 
the internal trade of the countiy 

Banks in India may be divided into three classes the 
Imperial Bank of In«lia, which stands in a class by itself , 
the European Exchange banks, and the Indian Joint-Stock 
banks. The Imperial Bank is not a State bank, but its 
connection with the Government of India is a close one 
On the Central Board of the Bank the Controller of Cur¬ 
rency represents the Government of India, four Governors 
are nominated by Government to represent the interests 
of the Indian community, and also two Managing Gov¬ 
ernors who hold office for such periods as Government 
directs The Governor General-in-Council has the power 
to issue instructions to the Bank in respect of any financial 
policy which in his opinion virtually affects his financial 
policy or the safety of Government balances, and in the 
event of the Bank disregarding such instructions, the 
Governor General-in-Council may declaio the agreement 
between Government and the Bank to be terminated. 

The Imperial Bank keeps the whole of the Govern- ^ 
ment balances, on which the Bank does not pay any 1 
interest. Before the foundation of the Imperial Bank 
Government used fo keep a substantial portion of its bal¬ 
ances in Eeserve Treasuries at Calcutta, Bombay and 
Madras. This Independent Treasury System was held to 
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i be in the main responsible for the stringency of money in 
' the busy season, but its abolition has not brought much 
relief to the money market By the terms of its Charter 
the Imperial Bank is allowed to draw, accept, discount, buy 
and soil bills of exchange and other negotiable instruments 
iiLJndia and. Coyloii only The Bank is also prevented 
from making any loan or advance for a longer period than 
SIX mon^ths, and except on the security of two names 
V The mam business of the Exchange banks is to finance 
I India’s import and export tiade They viewed the pro¬ 
posal to amalgamate the three Picsidency Banks into the 
Imperial Bank of India with a certain amount of misgiv¬ 
ing, as they thought that the now Bank might attack 
their monopoly i e , the exchange business In a speech 
delivered m April 1020, the Chan man of the Chartered 
Bank of India (Exchange Bank) said that the Exchange 
banks were not hostile to the proposed amalgamation, 
“ always provided that the present intention of not com¬ 
peting with the Exchange banks m their ordinary busi¬ 
ness of exchange is fully and horourably adhered to ’ 
The Exchange banks have preserved their monopoly—the 
Impellal Bank is not allowed to compete with them in 
their special business and the Indian Joint-Stock banks, 
with only a few exceptions, have no foreign branches, and 
do not enjoy the same facilities as the Exchange banks 
for undertaking exchange bu‘^iuess 

The Exchange banks may be divided into two gioups 
banks doing a considerable portion of their business in 
India, and banks which are merely agencies of large bank¬ 
ing corporations doing business all over Asia Their total 
number is 18 (1927) and of their branches over 60 In 
addition to the exchange business they do ordinary bank¬ 
ing business, and thus compete with the Imperial Bank 
and the Indian Joint-Stock banks. But they take very 
little part in the financing of the internal trade 



617 


Our foreign traeie is financed as follows The Ex¬ 
change banks in India collect on maturity the bills drawn 
on Indian importers for goods purchased by them. These 
bills are sent to the Exchange banks either direct by the 
foreign drawer or by a bank which has purchased the bill 
from the foreign drawer. The Exchange banks also supply 
knowledge to the foreign exporter about the financial posi¬ 
tion of the purchasing firms in India 

With the proceeds of import bills received by them 
for collection and the deposits they obtain the Exchange 
banks purchase the exporters’ bills offered to them But 
in oidinary years the balance of trade in merchandise is 
generally in India’s favour. The funds that the Exchange 
banks have in India arc generally insufficient for purchas¬ 
ing the exporters’ bills, and they have to supplement their 
resources in other ways Till recently the Exchange banks 
did so by purchasing the Secretaiy of kState’s Council 
bills, at present they add to their funds by selling sterling 
to Government. They also import sovereigns, and gold 
and silver bullion. 

The village mahaian, maha]ans in towns and shroffs 
in the Presidency towns, the Joint-Stock banks, and the 
Imperial Bank all take a share in the financing of the 
internal trade The importance of the part played by the 
mahajan in the moving of crops from the village to the 
local market called the niandi^ and from local markets to 
largo towns and the poits cannot be exaggerated He 
finances (a) agncultuial operations, which is financing in¬ 
dustry and (6) tiado, which is a commercial function. 
The village mahajan, who is the centre of the whole sys¬ 
tem, as the Indian village is the centre of Indian economic 
life, IS not only a money-lender, but a dealer in gram and 
other goods. He possesses his own capital, but has also 
business connections with bigger mahajans in the larger 
towns, who deal with Joint-Stock banks. 
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Hundis are used in the internal trade of India. The 
Hundi is an internal bill of exchange. A considerable 
portion of the business of Indian banks consists in making 
advances against Htindis The shroffs in the Presidency 
towns purchase Hundis on their own account, and have 
recourse to banks tor discounting Hundis only when they 
have exhausted their resources. They purchase Hundis 
from smaller shroffs, and these fiom other shroffs m the 
smaller towns or villages 

Even before 1921 the connection between the Presi- 
^'dency Banks and up-country trade was very close, and 
I the opening of 100 new branches, within five years, 

^ which was one of the conditions imposed upon the Imperial 
Bank when it was constituted in 1921, was meant to 
render this connection closer still By the rates which the 
Imperial Bank charges on the discount of Hundis^ and the 
extent to which it shows itself willing to buy Hundis^ it 
can materially affect the supply ot credit m the money 
market in and outside the Presidency towns 

The connection between the lates of discount charged 
by shroffi and the official Hundi rate of the Imperial 
, Bank is not always a dose one Sometimes in the busy 
, season the shroffs rate is higher than the Bank rate, m 
the slack season, the shroff’s rate is lower than the Bank 
"^ate The undercutting of the Bank by the private banker 
IS possible because he has considerable financial resources 
of his own, which are employed exclusively in financing 
the internal trade of the country When the Imperial 
Bank finds that it is getting very little business in Hundis^ 
and much of its cash is lying idle, it lowers its Hundi rate 
On the other hand, when it is very hard pressed for 
money, it may even refuse to buy new Hundis 

The growth of Indian Joint-Stock banks has been 
rapid In 1870 the number of reporting banks was 2, 
with capital and reserve of llj lakhs and deposits amount- 
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mg to about 14 lakhs. In 1900 the reporting banks had 
capital and reserve of IJ crores and deposits amounting to 
8 crores. 13 years later the number of banks increased 
to 18, capital and reserve to about 2^ crores and deposits 
to over 22^ crores The progress ot the .Joiiit-Stock banks 
111 more recent years is shown by the following table 

Indian Joint-Stock banks (with capital and rcsorvo of Rs 5 lakhs 
and over) Position on Slst Decenibei of each 3 car 



1913 1 

1920 

1927 

Reporting banks No 

18 1 

25 

1 29 

Paid-up capital Crores 

2 3 I 

8 4 

G 9 

Reserve (L rest ,, 

1 3 1 

2 5 

4 2 

Total 

1 3 G j 

10 9 


Deposits ,, 

22 G ; 

71 1 

608 

Cash balances ,, ; 

4 0 1 

16 3 

1 7 7 

On 31st December 1927 there were 

also W 

orking 48 


smaller .Joint-Stoek banks with capital and leseive between 
Re. 1 lakh and Rs 6 lakhs. The total capital and reserve 
of these smaller banks amounted to 1 2 croies, deposits to 
about croies and cash balances 4 crore 

Combining the figuies for the three classes of banks 
(Imperial Bank, Exchange ami Joint-Stock Banks), we 
find that on the same date the total capital and reserves 
amounted to 264 eroies* and deposits to 212 cioies 

The following table shows the proportion per cent of 
cash to liabilities on deposits of the several classes of banks 
on 31st December of each yeai 

• Includes 241 crores, capital and reseivo of Exchange banks The 
figure of deposits includeb deposits of Exchange banks held 111 India onl)'. 
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Imperial 
Bank (1) 

Exchange Banks (2) 

INDIAN Joint-stock 

BANKS (3) 

Class A 

Class B 

Class A 

Class B 

1913 

36 

19 

17 

18 

IG 

4 

46 

28 

20 

21 

22 

5 

34 

19 

41 

22 

22 

G 

35 

25 

35 

21 

17 

7 

45 

40 

IGO 

25 

21 

8 

29 

20 

44 

23 

24 

9 

31 

35 

07 

21 

24 

1920 

30 

30 

58 

23 

18 

1 

19 

; 28 

43 

20 

13 

2 

21 

19 

33 

20 

17 

3 

18 

19 

27 

17 

19 

4 

18 

20 1 

31 

21 

13 

5 

21 

13 

15 

19 

20 

G 

20 

14 1 

17 

15 

24 

7 

14 

! 

It 

13 

15 


(1) Before 1921 Presidency Banks 

(2) Exchange banks of Class A are those doing a considerable por 

tion of their business in India, Class B arc banks which 
are merely agencies of large banking corporations doing a 
major portion of their business abroad 

(3) Indian Joint-stock banks of Class A are those haMiig a capitil 

and reserve of 5 lakhs and over, Class B lia\c capital and 
reserve between Re 1 lakh and Rs 5 lakhs 

The percentage of cash to deposits scorns to bo un¬ 
duly low. Attention was diawn to it by J M Keynes 
before the War, and ho predicted trouble The crisis in 
banking which occurred in 1913 was very severe Be¬ 
tween 1913 and 1917 no less than 87 banks failed with a 
paid-up capital of If crores The largest number of 
failures occurred in 1914 (42 banks with a paid-up capital 
of over 1 crore) 

The crisis was duo to lack of ex])erienco and mis¬ 
management, and partly to the attempt to finance indus¬ 
tries with short term deposits One may hope that the 
Joint-Stock banks are now wiser than before. 

In spite of the rapid growth of banking, considering 
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the size and population of the country, banking facilities / 
can only be described as very inadequate The official 
annual publication known as “Statement Exhibiting the 
Moral and Material Progress and Condition of India ” for 
the year 1924-25 thus commented on the banking condi¬ 
tions in the country 

“ That the ivumbor of banks at piesent in India is inadequate for her 
needs, is clear from the fict that theie are at pio-.ent only 100 head offices 
with between 300 or 400 bruich banks throughout the whole country In 
some 20 per cent of the towns possessing a population of more than 50,000 
inhabitants, there are no banks at all , while in the case of towns with 
a population of 10,000 and o\er, the proportion without banking facilities 
rises to 75 per cent ” 

At the piosent time the number of head offices is 
about 120 and ot branches a little over OIX) 

A Central Bank for India 

The Bill to establish a central bank in India, called 
the Reserve Bank, was intioduced in the Legislative As¬ 
sembly in January 1927 It was desciibed by Sii Basil 
Blackett as “one of the greatest measuies of financial 
liberalism ever brought toiwaid by the Government of 
India.” 

The establishment of a Central Bank m India was 
recommended by the Cuirciicy Commission ot 1925. They 
pointed out the inherent weaknesses of the existing sys¬ 
tem in which the contiol of cuiicncy and credit is in the 
hands of two distinct authorities, the credit situation being 
controlled by the Imperial Bank ot India and the curicncy 
situation by the Government. The currency and banking 
reserves of the country are also separately managed The 
unification of the control of currency and credit can only 
be brought about by the creation of a central bank enjoy¬ 
ing the sole right of note-issue, and independent of the 
State The Currency Commission recommended that the 
central bank should be a share-holders’ bank, with a fully 
paid-up capital of Rs. 6 crores. In making their recom- 
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mendations regarding the management of the central bank 
they kept in view the Resolutions passed both by the 
the International Financial Conference of Brussels (1920) 
and that of Genoa (1922) to the effect that “Banks, and 
especially Banks of Issue, should be free trom political 
pressure, and should be conducted solely on lines of pru¬ 
dent finance ” The Central Board was to be composed 
of 14 members, of whom 9 were to be elected by share¬ 
holders, a maximum of 3 to be nominated by the Governor 
General-in-Coiincil, in addition to a Managing Governor 
and a Deputy Managing Governor. The Government was 
also to be given the power of nominating an official 
member to the Board with the light and duty to attend 
and advise the Board, but not with the right to vote It 
was thought that in the special circumstances of India, t e , 
the wide experience of Government in the management 
of the currency and the great importance of Government’s 
banking and remittance business, it was desirable that 
Government should nominate a small minority ot members 
on the Central Board. This constitution left the Reserve 

1 Bank free from interference by the Executive in the 

( day-to-day conduct of its business and in banking policy. 

The Currency Commission distinctly laid it down that 
no person should be appointed President or Vice-President 
of a Local Board or should be recommended as a member 
ot the Central Board, who is a member of the Governor- 
General’s Council, the Council of Btate, the Ijegislative 
Assembly, or of any ot the Provincial Governments or 
Legislative Councils 

^ Differences arose in the Legislative Assembly on two 
points. In the first place the Assembly, by a majority, 
decided that the Central bank should be a State Bank , 
secondly, the Assembly insisted on the inclusion of repre¬ 
sentatives of Central and Provincial Legislatures m the 
Board of Directors. 
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Indian opinion prefers a State bank, that is a bank 
ith capital subscribed by the Government, in place of a 
•ank with private share-capital The advantages of a 
share-holders’ bank are recognised the board of manage¬ 
ment is elected by the share-holders, and this provides a 
ready-made constituency lor the selection of a representa¬ 
tive directorate, further, members ot the board have them¬ 
selves contributed to the capital of the bank, and they are 
accountable to the share-holders for money which they 
have contributed Such a bank may also be completely 
independent of the State But the fear of non-officials is 
that m the special circumstances of India, if the Reserve 
Bank were directed by a body responsible only to a num¬ 
ber of private share-holders, it would tend to be controlled 
by vested iiitorosts, and that its utility to the public might 
even bo endangered by a conflict of interests within the 
management of the Bank between Indian and external 
capital. The force of this objection is admitted by the 
Government, as is shown by the provisions relating to 
share-capital in the now Reserve Bank Bill. 

As the ditlorences between the official and non-official 
points of view proved irreconcilable. Government announc¬ 
ed on 8th Septcinbei, 1927 that they did not intend to 
proceed with the Bill Later, on February 6, 1928, dis¬ 
cussion on the Bill was resumed, but the rejection by the 
Assembly ot Clause VIII, relating to the constitution of 
the Board ot Directors, ended the discussion 

A now Reserve Bank Bill had been prepared by the 
Government, but leave to introduce it was not granted by 
the President of the Assembly on technical grounds The 
Bill is an improvement upon the old and embodies the 
mam recommendations ot the IIilton-Young Commission. 
Banking conditions are at present being investigated by 
an expert Committee, and the object of the enquiry is to 
prepare the ground for the establishment of the Reserve 
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Bank The mam features of the now Reserve Bank Bill 
are discussed below. 

The Reserve Bank is to be constitutwl on a share- 
^ capital basis It has been decided not to give the Imperial 
Bank, as was originally iiitoiided, iii accordance with the 
recommendations of the Currency Commission, the option 
of subscribing 30 per cent of the shares of the Reserve 
Bank. Preference in the allotment of the shares will be 
given to those applying for one shaie of Rs 100. No one 
will be allowed, either individually or jointly, to hold 
shares worth over Rs 20,000, and every shareholder, 
whatever the value of his share, shall have only one vote 
Further, in order to guard against external cajutal, shares 
shall be allotted only to Indians and British subjects 
domiciled or oidinanly resident in India, or to scheduled 
banks or Indian companies and Indian co-operative socie¬ 
ties, or Biitish companies having a branch in India. 

The maximum dividend is 5 per cent so long as the 
net surplus after payment of the dividend does not exceed 
4 crores, and the grant of a further dividend when the 
surplus exceeds 4 crores is so arranged that share-holders 
can never hope to get more than seven per cent total 
dividend. 

The Bank will have its head office in Bombay, and 
branches m Calcutta, Madras, Rangoon, Delhi and London. 
The five Indian centres will maintain for each area a register 
of shareholdeis The value of the sharcss assigned to the 
various registers is Bombay and Calcutta Rs 160 lakhs 
each , Madars and Rangoon Rs 40 lakhs each and Delhi 
Rs 120 lakhs (total Rs 6 crores). The share-holders of the 
five registers will elect altogether 92 delegates once in five 
years, who will constitute a sort of electoral college for 
the election of eleven Directors In addition, there will bo 
13 other Directors, of whom one will be a Government 
Official, who will not, however, be entitled to vote. The 
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remaining 12 Directors will be the Governor and 
two Deputy Governors of the Bank, four Directors nomi¬ 
nated by the Governor-Goncral-in-CounciI, two elected by 
the Associated Chambers of Commerce, two by the 
Federation ot Indian Ch.tmbors of Commerce, and one 
by the provincial co-opoiativo banks to represent agri¬ 
cultural interests 

As legards the business ot the Bank, the chief features 
of interest are the provisions in the Bill relating to the 
issue of emergency (urrcncy, the buying and selling of 
gold and foieign cuircncies and the relation of the Bank 
to other banks, specially the Imperial Bank ot India 

One of the most seiious detects of the Indian curiency 
system, as wo have seen, is its inelasticity 

Theie is a provision in the Paper Cuiiency Act for 
the i^sue of emeigenry cuticncy against internal bills ot 
exchange or//ii/td/s This iloMce impaits a certain mea- 
suie ot elasticity to the cuiiency system, but it is capable 
of fuithei (lovelopment. Its woiking in the past, how- 
ovei, has not been unattended with difficulties, and in 
1024, in spite of the loan ot IN 12 croies to the Imperial 
Bank under the provision mentioneit above, the Govern¬ 
ment had to assist the maiket by expanding the note- 
issue to the extent ot a turther Rs 12 crores against 
British Treasury bilN, eai-inarked to the Paper Curiency 
Reserve in London (Even so the Impellal Bank raised its 
rate ot discount to 0 per cent fiom Februaiy to April 
1021). The duel dilliculty in connection with the issue 
of emergency curiency against commercial bills is that the 
internal trade of India is, tor the most part, financed by 
a system of cash credits, and the Imperial Bank has found 
it difficult to secure an adequate volume of bills as cover 
against the seasonal increase, with the result that the 
Government have been compelled to meet the demand for 
additional currency by regulating their holding of sterling 
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securities in the Paper Currency Reserve. On more than 
one occasion the Imperial Rank has had to put pressure 
on Its clients to convert cash credits into Iltindis m 
order that it might have bclf-liqiiidating Hundis 
to put up as a cover against the loan From the Paper 
Currency Reserve These Hundis or bills, although 
they represented a leal demand tor finance for trade, 
did not represent any definite goods or commodities, 
being in fact maniifactuied bills substituted for cash 
credits 

The piovisions of the new Reserve Baijk Bill, 
relating to the issue of emergency currency, have been 
so framed as to meet these difficulties 

In the first place, we find included in the business 
which the Bank is authorised to transact the purchase, 
sale and re-discount of iiitoiiial bills of exchange and 
promissory notes diawn or issued tor the purpose of 
financing seasonal agricultural operations or the market¬ 
ing of crops These bills or promissory notes must bear 
two or more good signatures, one of which shall be 
that of a scheduled bank oi a pi ovine lal co-operative 
bank, and they must mature within six months from the 
date of purchase or re-discount The total face value 
of bills 01 notes so purchased or rc-discounted by the 
Bank shall not at any time exceed one-fourth of the 
total face value of all bills and notes purchased or re¬ 
discounted by the Bank up to that tune 
^ In the second place, in view of the pievalent system 
of financing the internal trade by cash credits and the 
difficulty of securing an adequate volume ot hundis 
for the purpose, the Bank would bo authorised 
to make loans and advances repayable on demand, or 
within 90 days, against the security of promissory notes 
of any scheduled bank or a provincial co-operative bank 
on certain conditions. This, however, is a temporary 
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provision, for it has been provided that no loan or 
advance shall be made on the security ol any promissoiy 
note such as is referred to here, after the expiry of five 
years from the date on which this provision comes into 
force. It IS expected that within five years, the establish¬ 
ment of a central bank and the growth ot banking will 
bring a bill market into existence, so that trade will be 
financed by drawing bills instead of opening cash credits 
As regards the sale of gold by the Bank it is pro¬ 
posed that the Bank should sell gold for delivery in 
Bombay only, not in any foreign rent re. 

The Bank, however, shall bo authorised to purchase from 
and sell to scheduled banks and peisons approved by the 
Board, in amounts not less than the eiiuivalent of 1 lakh 
of rupees, the currencies of suidi gold standard countries as 
may bo specified in this behalf by the Governor General 
in-Council, and bills of exchange (inchuling treasury bills) 
drawn in or on any place in any such country, 
and maturing within 1)0 days ot tho date of 
such purchase Tho Reserve Bank may also keep 
balances with banks in siudi countnes The obligation 
to buy and .soli gold exchange fiom tho outset will 
enable tho Bank to keep tho external value of the rupee 
stable At tho same tune this proMsion will make it 
possible for tho Bank to keep a greater piopoition of its 
gold reserve in India. In fact, it has been piovided that 
ot the gold coin and gold bullion held iii tho Reserve, 
not less than 85 pei cent shall bo held in British India 

Foreign cuironcies will bo sold by tho Bank to every 
person in amounts not less in value than that of 260 
tolas of fine gold at the rate equivalent to Rs 21-3-10 
per tola of fine gold (or I8d. per Re ), making allowance 
for the cost of transportation of gold bullion in bulk from 
Bombay to the country in question, including interest on 
its value during transit 
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The Bank will buy and sell gold bullion in amounts 
not less than 260 tolas of fine gold (in the old Reserve 
Bank Bill 400 fine ounces) The rate for buying gold 
IS Rs. 21-3-10 per tola, less cost of melting, assaying 
and refining the bullion tendered. 

The price of gold bullion sold by the Bank for 
delivery in Bombay shall be Rs 21-3-10 per tola pluR 
twice the normal cost of transpoitation of 1 tola of fine 
gold, including interest during tiaiisit, between Bombay 
and London No such addition will be made when the 
gold value ot the rupee exceeds the parity (18d.) by 
an amount equal to or greatei than the cost of tians- 
portation of gold (including interest) between Bombay and 
London 

The Governor-General-in-Council shall from tune to 
time determine, in accordance with these provisions, the 
pnees at which the Bank shall sell gold bullion for delivery 
111 Bombay. 

It has been pointed out in a preceding chapter that 
under these conditions it will not bo profitable to buy gold 
from the Reserve Bank except for monetaiy purposes 

Reference has been made above to “scheduled banks” 
in connection with the sale and purchase by the Reserve 
Bank of bills of exchange and promissory notes. The 
“scheduled banks” are banks which figure in Schedule I 
attached to the Bill They arc G2 in number and include 
Indian Joint-Stock banks, Exchange banks and other 
firms doing banking business in British India, with a 
paid-up capital and reserve of an aggregate value of not 
less than Rs 3 lakhs An obligation will bo imposed oii^ 
ithese “scheduled banks” to mamtain a balance with the 
jReserve Bank the amount of which shall at no time be 
less than 7^ per cent of the daily average of their demand, 
and 2J per cent of the daily average of their time 
liabilities in India. Further, every such bank shall be 



required to send to the Governor General-in-Council and 
to the Reserve Bank a monthly return showing the 
amount of its demand and time liabilities in India, the 
total amount held in currency notes of the Government 
and bank notes, and rupees and subsidiary coins ; the 
amount of advances made and bills discounted and, lastly, 
the balance held at the Bank at the close of the month 
to which the return relates 

It IS thought that the percentages for minimum 
reserve balances are somewhat high lor India, but they 
are lower than the percentages recommended by the 
Currency Commission, 10 and 3 per cent respectively for 
demand and time liabilities. 

To make the control of credit by the Reserve Bank 
effective it was essential that the requirements regarding 
the maintenance of minimum reserve balances with the 
Reserve Bank should apply to as large a number of banks 
as possible, and in this respect Schedule I is satisfactory. 

As a compensation for the obligation which the Bill 
imposes upon scheduled banks to maintain compulsory 
deposits free of interest in the Reserve Bank, the facilities 
which the Reserve Bank provides in the way of re-discount 
of bills of exchange and promissory notes will be re¬ 
stricted to the scheduled banks. 

The Bank will ordinarily only re-discount bills of 
exchange and promissory notes, but the power of direct 
discount, or open market operations, has not been with¬ 
held from it. However, to prevent indiscriminate competi¬ 
tion with the commercial banks it has been provided that 
this power shall be exercised only when in the opinion 
of the Board such action is necessary or expedient in the 
interests of Indian trade or commerce. The bills of 
exchange or promissory notes so discounted must be 
drawn and payable in India, arising out of hona fide com¬ 
mercial or trade transactions, bearing two or more good 
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signatures and maturing within 90 days of the date of 
such purchase or discount. 

The proposed agreement with the Imperial Bank 
(provides that the Imperial Bank shall be the sole agent 
lof the Reserve Bank at all places in British India where 
there is a branch of the Impenal Bank and no branch of 
the Banking Department of the Reserve Bank. For this 
service the Imperial Bank will receive a commission 
calculated on the total of the receipts and disbursements 
dealt with annually on account of Government and on 
behalf of the Reserve Bank. The Reserve Bank will also 
allow a balance to the Imperial Bank of Rs. 3 crores 
free of interest during the first five years from the opening 
of the Bank , the amount of the balance free of interest 
will be gradually reduced in successive penods of five 
years—all this is subject to the condition that the 
Imperial Bank shall keep open branches not less in 
number than those existing at the time of the coming 
(into force of the Reserve Bank Act. Some importance 
attaches to this, for the Imperial Bank is the only bank 
in India that has a considerable number of branches. 



CHAPTER XXVII. 


Indian Finance, 1913-14 to 1928-29 


The study of Indian finance since 1913-14 may be 
divided into two periods, (J) pre-Reform, from 1913-14 to 
1920>21 and (2) post-Reform, since 1st April 1921, the 
date on which the separation of Provincial from Imperial 
finance was efiected. 

A general view of Indian finance m the pre-Reform 
period is given by the following Table — 

Abstract Statement of the Ret'enue and Expenditure of the 
Government of India in India and England 
Lakhs of rupees. 


Year 

Revenue 

Expondituro 

Surplus 

Deficit 

1 

1913-14 

1,27,81 

1,24,34 

3,47 


1914-16 

1,21,74 

1,24,41 


! 2,68 

1916-16 

1,26,62 

1,28,40 


1,78 

1916-17 

1,47,08 

1,35,86 

11,22 


1917-18 

1,68,99 

1,56,86 

12,13 


1918-19 

1,84,89 

1,90,62 


6,73 

1919-30 

1,97,49 1 

2,21,14 

1 

23,65 

1920-21 

2,15,02 j 

2,11,03 

1 

, 26.01 


It is seen that between 1913-14 and 1920-21 Indian 
revenue increased from 128 cioics to 216, crores or 68 
per cent, and expenditiiie from 124 crores to 241 crores or 
94 per cent. 

Such a large increase in Government revenue and 
expenditure could not take place without considerable 
changes in the tax system. It is therefore interesting 
to study the figures of revenue and expenditure under 
the main heads:— 
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General Statement of the Gross Revenue in India and England Lakhs of Rupees 
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It will be seen that in 1913-14 the Land Revenue 
was the most important source of revenue, the combined 
yield of the Customs and the Income-tax was less than 
half the amount of the Land Revenue realised in that year. 

By its very nature the Land Revenue is a compara¬ 
tively inelastic source of revenue. In those parts of the 
country which are not permanently settled, there is a 
revision of settlement at the end of a fixed term of years, 
when the revenue demand might be increased. Over 
short periods the share of the Government in the profits 
of cultivation would remain more or less constant At a 
time, then, of growing expenditure, when more revenue 
was wanted, it was sources other than the Land Revenue 
which had to be tapped 

The changes in the Customs tariff have been men¬ 
tioned in a preceding chapter The effect of these 
changes was to raise the yield of the Customs from Hi 
crores in 1913-14 to about 32 crores in 1920-21 

The Income-tax Act of 1886 was in force at the time 
of the outbreak of the Great War This Act applied to 
all incomes except those derived fiom agriculture 
Originally only incomes which were less than Rs. 600 
were exempt from the tax, but the exemption limit was 
raised to Rs 1,000 in 1903. Incomes between Rs 1,000 
and 4,999 paid 4 pies in the rupee, and incomes above that 
amount were taxed at the flat lato of 5 pies in the rupee. 

The need for more revenue led to changes m the Act of 
1886. In 1916 progression was introduced up to Rs 26,000, 
and in 1917 came the first Super-tax Act A now Income- 
tax Act was passed in 1918, when the principle of assess¬ 
ment on income derived from all sources was adopted in 
the place of the old system, hitherto in force, of assessment 
by water-tight compartments The exemption limit was 
raised to Rs 2,000 in 1919 The combined Income-tax and 
Super-tax rates now amounted to 4 annas in the rupee 
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As a result of these changes the yield of the Income- 
tax increased from loss than 3 crores m 1913-14 to over 
22 crores in 1920-21. 

Attention may also be called to the increase m the 
Salt duty m 191() from Re 1 to Re 1-4 per mauiid. The 
Salt duty had been reduced from Rs 2-8 in 1888 to Rs. 2 
in 1903, Re. 1-8 m 1906 and to Re 1 in 1907 

The raising of the Customs duties and of the Salt 
duty and the revision of the Income-tax were the princi¬ 
pal changes in our tax system during the War. 

As regards expenditure, the principal item is Military 
Services In 1913-14 military expenditure (gross) was 
about one-fourth ol the total expenditure chaiged to 
revenue, and its amount was about 32 crores In 1920 21 
military expenditure (gross) had risen to 94 crores The 
figures of net military expenditure are as follow 
Xel Kxi>endihire In cioiet oj 



MiliUry Services 

Total net expenditure charged 
j to re\enue 

1913-14 

29 8 

1 

1 83 2 

1914 15 

30 7 

82.5 

1915 16 

13 4 

85 7 

1916 17 

37 5 

1 92 2 

1917-18 

43 6 

108 0 

1918 19 

60 7 

135 2 

1919 20 

87 0 

161 6 

1920 21 

87 4 

170 5 


It IS seen that the net cost of the Military 
Services (gross expenditure less militaiy receipts) 
between 1913-14 and 1920-21 increased about three times. 
Of the total net expenditure in 1920-21, the net military 
expenditure represented more than halt 

The greater part of the increase in military expendi¬ 
ture took place alter the signing of the Armistice in 
November, 1918 The explanation lies chiefly in the 
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re-organisation and modernisation of the army, but part 
of the increase was due to economic causes, that is the 
rise in the general cost of living, which also accounts for 
the increase in the Salaries and Expenses of the Civil 
Departments. 

Another interesting item of expenditure is Interest. 
The charges (gross) on account of Interest increased from 
2^4 crores in 1913-14 to 16^ crores in 1920-21. The 
growth of interest charges was due to the growth ot 
our Debt 

The following table shows our Permanent Debt in 
India and England: 

Clamfication of Feimuient Dehl in India and EinjUina In croiei of in/iefi 



Raihvajs 

Irrigation 

Ordinary 

1911-1‘i 

305 

54 

49 6 

1913-14 

333 

59 

19 1 

1914-15 

350 

62 ‘ 

3 33 

1915-16 

Sb'I 

1 64 

2 99 

1916-17 

354 

65 

5 5 

1917-18 

359 

66 

100 8 

1918-19 

366 

67 

70 6 

1919-20 

379 

68 

62 2 

1920 21 

377 

69 

97 9 


The total Debt amounted to 644 crores in 1920-21, as 
compared with 411 crores m 1913-14, an increase ot 133 
crores (Railways 44 crores, Irrigation 10 crores, Ordinary 
Debt 79 crores ) It will be noticed that Oidinary Debt 
was gradually being extinguished when the War broke out 
and, but for the War, it would have ceased to exist. 

A portion of the Permanent Debt is held m England. 
On the 31st March 1914 the Debt in India amounted to 
about 146 crores and in England to £177 millions, equal 
to about Rs 266 crores—thus about 66 per cent ot the 

* Includes New Capital at Delhi and Bomliay Development Loan, 
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total Debt was held m England. During the War large 
amounts were raised by the (Tovernraent m India, and at 
the end of the year 1920-21 the proportions of the total 
Debt hold in India and England were about equal. 

The largest increase in the Ordinary Debt took place 
in 1917-18, m which year India made a special contribu¬ 
tion of £100 millions to the War 

Up to the end ot 191()-17 India’s total net contri¬ 
bution towards the cost ot the War, in respect of the 
Expeditionary foices, was about £11^ millions, which 
was expected to increase to £15| millions by the end 
of 1917-18 Under Section 22 ot the Government of 
India Act, which forbids the application ot the revenues 
of India to defraying the expenses of any military oper¬ 
ations carried on beyond the frontiers of India, except 
for preventing or repelling an actual invasion, or in the 
case of some other sudden or urgent necessity, India 
could claim this amount from England, and a special 
Resolution had to bo passed by the Parliament in order to 
give etFect to the proposal ot the Indian Government that 
India should bear the cost ot the Expeditionary forces 
employed out ot India. Fuither, very heavy payments 
were made in India by the Government of India on behalf 
of the British Government for purchavses made in India by 
the latter, while a large part ot the receipts were re¬ 
lent to the British Government The total sum invested 
111 British securities by India since the beginning of the 
War up to the end ot 19B>-17 amounted to £46J 
millions, of which £30 millions represented wholly new 
investment The Government of India, however, felt 
that India might make a further direct financial con¬ 
tribution towards the cost of the War, and at the beginning 
of January 1917, the Viceroy addressed a telegram to the 
Secretary of State suggesting that the Government were 
prepared to accept an ultimate special contribution gf 
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£100 millions to the War. 

The special contribution was paid by means of an 
Indian War Loan which yielded £36 millions, and con¬ 
tracting a sterling debt for the rest of the amount 

Our financial history since the outbreak of the War 
may be briefly summarised as follows two deficit years 
(1914-16 and 1916-16) were followed by two surplus years 
and then followed a series of deficit years from 1918-19 
to 1922-23 Since 1923-24 India has enjoyed a period of 
-ptable finance. 

The budget for 1914-15 anticipated an Imperial 
surplus of £1^ millions , the War converted it into a 
deficit of £2| millions Imperial revenues suffered more 
from the outbreak of the War than Provincial revenues, 
for Railways and Customs receipts (Imperial Heads) were 
seriously affected by the dislocation of trade due to the 
War—the Customs revenue fell from 11 3 crores in 1913- 
14 to 9 5 crores m 1914-16, and Railway leceipts from 
26 4 crores to 23 7 crores Taking the Imperial and 
Provincial figures together, there was a deficit of about 
2 7 crores 

The first War-budget, that for 1916-16 anticipated 
a deficit, but the Finance Member, Sir William Meyer, 
decided to leave it uncovered In the first place, it 
was not expected that the War would last very long , in 
the second place, India’s unproductive debt was small 
in amount In view of the depressed trade conditions 
and tjie abnormal rise in food prices, it was not con¬ 
sidered desirable to add to the burden of taxation In¬ 
creased taxation could not be avoided in 1916-17—no 
one knew when the War would end, and deficits, year 
after yeai, could not simply be left uncovered. Increased 
revenue was obtained by raising the general rate of duty 
on imports from 6 to 7^ per cent ad valovem , increasing 
the Salt duty by 4 annas per maund ; imposing duties 
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on the exports of tea, raw jute anti jute manufactures ; 
and higher rates of tax on incomes of Rs. 6,000 and more 

The budget for 1917-18 anticipated an Imperial sur¬ 
plus of about £2^ millions, but India’s special contribu¬ 
tion of £1(X) millions to the War imposed recurring 
liabilities on the countiy amounting to £G millions 
annually New taxation was necessary in order to raise 
a little more than £3 millions. This was done by supple¬ 
menting the Income-tax by a Super-tax on the highest 
incomes , by laising the duty on imjioits of cotton goods 
from per cent to [lei cent, by laising the duties on 
exports imposed in 1910, and by imposing a surcharge 
on railway goods tialtic 

Both the years 1910-17 and 1917-18 showed small 
surpluses The surpluses, however, were unreal This 
may be judged liora the fact that net railway revenue in¬ 
creased from 0 1 cioies in 1915-16 to 11 2 ciorc" in 1910- 
17 and 14 9 crores in 1917-18, showing that the Govern¬ 
ment were UMiig foi general jmiposes a large part of 
the railway income W'hicli should have been reserved for 
renewals and lailway capital expeiiditme 

The yeai 1918-19 was the first of five successive 
years of deficits We may here considei the deficit years 
togethci, ignoiing the financial changes introduced on 
the 1st April, 1921 The amount ot the deficit in each 
year liom 1918-19 to 1922-23 is showMi below — 


Year 

Budget deficit Uikhs of Rupees 

1918-19 

5,73 

19*20-20 

23,G5 

1921 22 

‘2G,00 

1922 23 

j *27,G5* 

19*23-24 

15,01* 

Total j 

93,01 


• Imperial figures aloue , those for other years are Imperial and Pro* 
vmoial figures combined 
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T^he deficit in 1918-19 was duo to several causes : 
depression m trade caused by the cessation of hostilities in 
November 1918, failure of the monsoon, and the influenza 
epidemic which seriously weakened agiieultiiral power. 
All this reacted on Indian finance 

Net military expenditure in 1918-19 amounted to 
66*7 crores. in 1919-‘20 it suddenly rose to about 87 
crores, and it exceeded 87 cioies in 1920-21. Practically 
the whole of the deficit in 1919-20 was due to the Afghan 
War, and a large part of the deficit m 1920-21 to the 
arrears of the same AVar 

Apart from the Afghan War and the costly frontier 
operations which followed it, the years 1920-2.‘l were 
troublesome years on account of the chaotic conditions ot 
the world’s exchanges and depressed conditions of trade 

Substantial additions weie made to the burden of 
taxation ill 1921 and 1922 The only change in taxation 
m the budget toi 1919-20 was the imposition of a 50 
per cent duty on excess profits earned in 1918-19, and 
there was a re-adjustment ot the Super-tax in the budget 
for 1940-21, In 1921 the geneial late ot the customs 
tariflf was iiicieased to 11 per cent (and in the following 
year to 15 per cent) ami the uppci grades of the Income- 
tax wore increased so as to woik up to a maximum of 12 
pies in the rupee In 1922 the Income-tax was com¬ 
pletely revised, so that the lates ranged fiom 5 pies on 
an income of Rs 2,(X)0 to 18 pics on an income ot 
Rs 40,000 The Supei-tax lates were also increased , in 
the case of the largest incomes the}’ reached a inaxiiim ot 
6 annas in the rupee on any excess over lakhs. 

The deficits between 1918-19 and 1922-2.'3 were met 
by the issue of fiduciary currency against the (jovernment’s 
own I 0. U’s, and of Treasury Bills The situation was 
alarming and called for drastic remedies A Retrenchment 
Committee, presided over by Lord InchcapC; was appointed 
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in 1922 to overhaul the expenditure of the Government 
The reductions in expenditure recommended by the 
Committee amounted in the aggiegate to Rs, 18 crores 
Separation of Prorincial from Indian Finance. 

We may now consider the import.uit financial changes 
introduced from the 1st ot April, 1M‘21 

There was a close connection between Imperial and 
Provincial finance before ihe grant of financial autonomy 
to the Provinces Certain heads ot levenue were divided 
equally between the Impi^rial and Provincial Governments, 
the remaining sources ot levenue were entirely Imperial 
or entiiely Piovincial In most ot the PruMiices the 
divided heads weie laini revenue, excise, stamps, income 
tax and the income from laige irrigation works The 
entirely Provincial heads wcie t'oiests. registration, the 
receipts under the spending departments managed by 
Local Governments such as ordinary public works, police, 
education, medical, couits and jails The following sources 
of revenue were \\ holly Imperial ojnnm, salt, customs, 
mint, railways, posts and telegiaphs, military receipts and 
tributes from Native States lake heads of revenue, some 
of the heads ot expeinlituie were coininonly shared by 
Imperial and Local Goveinnicnts, while the others were 
entirely Local or Impeiial The iV'-pousibility for all out¬ 
lay connected with detence, lailways, interest on debt, 
posts and telegraphs and the Home Charges rested with 
the Imperial Government . the Piovinces weie responsible 
for expenditure relating to land levenue and general ad¬ 
ministration, education, the medical department, police, 
jails and forests The eominon heads of exiionditure were 
irrigation and ordinary public woiks 

The Imperial Government, fuither, acted as a banker 
to the Provincial Governments, as it kept their balances. 
These balances consisted of laige grants made by the Im- 
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penal Government to the Provinces in the past for expen¬ 
diture on education, irrigation, sanitation, agiicultural and 
veterinary development and other similar objects Pio- 
vincial Governments could not spend the money at once 
and the lesu'l was the accumulation of balances 

The abolition of divided headb involved the disappear¬ 
ance of Provincial figures tioin the Indian Budget Land 
revenue, iriigatioii, stamps and exeibc weie made wholly 
Provincial, and the income tax wholly Imperial 

The mam reason foi this impoitant change in oiir 
financial system was that the iiolitieal autonomy ol tlio 
Piovinces under the Hetoniis scheme would have bi'cii 
incomplete without financial autoiioiiiy The aulhois of 
the Indian Constitutional Petoi ms thought that thePiovinces 
should not be dependent on the Ceutial Goveinment tor 
cariying out any 'schemes of Piovincial devtdopment. They 
attached very little impoitance to the argument that the 
authority ot the Government of India would be loweied 
if the Piovinces were freed from the financial contiol which 
it exercised over them On the othei hand, they thouglit 
it was impossible that the ohl system should woik succoss- 
fully undei the new conditions, as a 1 ge populai 
element had been intiodiiced into the govonnuent ot the 
Provinces while the Central Government \vas still an 
Official go\ernment ’’ 

As a result ol the pioposed financial changes a laige 
deficit m the Indian budget was anticipated This was to 
be met by animal coutiibutioiis of fixed amounts fioni the 
Provinces to the Central Governmout. The rules tiamed 
under the Government of India Act (Sec 4”) A) in accord¬ 
ance with the rocommemlatioiis of the Mcstoii Committee, 
provided for a total Porvmcial contribution ot H,83 lakhs 
in the financial year 1921-22 as follows — 
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! Contril tUton 

Nanif of Ptoiime 

‘ in Lakhjt 


0 / Hufjees 


MadriiH 

1 348 

Bombay 


Bengal 

03 

United ProMuccH 

210 

Punjab 

175 

Burma 

64 

Central ProniKehand Berar 

22 

Assam 

15 

Behar and Orissa 

XU 

Totil 

983 


Tlio^c initial contributions were levied on the baMs of 
the net ad<litional revenues with which each province was 
endowed by the new financial arranf:;ement‘. It will 
be seen that the contribution rna«le b}' ]\Iadras, the United 
Provinces and the Pun|ab was heavy, but it should be 
remembeiod that the contnbution was not, as the Meston 
Committee put it,‘Nome n(*wand additional burden extracted 
from th(' wealth ol the provinces” Those }>rovinces which 
contribureil most were also the largest gainers under the 
new financial scheme 

From the year l922-*2d onwaids the total Provincial 
contnbution was to bo ‘dSd lakhs ‘‘or snch smaller sum as 
may be determined by the (Tovernor tTcneral-in-Council ” 
The percmitage of tins total amount to be paid in each 
year by each Local (.to\ eminent was definitely fixed. 

In <lctermining the ‘»cdlo of contributions, the Meston 
Committee took into con''idera(ion the indirect contribu¬ 
tions of the provinces to the Coveiament of India, and m 
particular, the incidence of customs duties and of income 
tax, the industrial and agricultual wealth of the provinces 
with due regard to their liability to famine, and the 
capacity ol each province for expansion and development 
agriculturally and industrially 

The Provincial contributions were not intended to be 
permanent. 
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The growth of revenue of the Central Government 
made it possible to remit the contributions in 1927-28 
with the exception of a small sum, and they were 
finally abolished in 1928-29 

The revenue and expenditure of the Central Govern¬ 
ment since 1921-22 are shown by the following table 



REVKNUE 

Expendi¬ 

ture 

SURPLUS j 

Deficit 

Lakhs 

Likhs 

Lakhs 

i 

Lakhs 

1921 22 

115,22 

112,86 


27,65 

1922-2J 

121,41 

136,13 


15,02 

1923 24 

132,79 

130,40 

2,39 


1924 25 

1.37,53 

131,85 

5,68 1 


1925 26 

133,17 

129,86 

3,31 


1926 27 

131,65 1 

131,65 



1927-28 

127,26 

127,26 



1928-29 (a) 

131,20 

131,20 



1929-30 (/>) 

134,06 

134,06 




(a) Revised estiraato (I/) Budget estimate 

Attention has been called above to the lealisation of 
a surplus m 1923-24 after a succession of deficit years 
The actual revenue of the Central Government in that 
year was indeed below the Budget estimate, but consider¬ 
able economies had been effected in the expenditure, and 
a sum of 4 73 croics, which represented profits from 
the control of enemy ships belonging to India, converted a 
small deficit into a surplus 

The Salt tax which had been doubled from Ee. 1-4 
to Rs 2-8 in 1923, was reduced to Re 1-4 in 1924 and 
the excise duty on cotton manufactures was abolished m 
April, 1926 

There has been no addition to the burden of taxation 
in recent years, and the establishment of financial e 4 Uili- 
brium 18 due to persistent economy in the spending de¬ 
partments, aided by the normal growth of revenue The 





customs revenue, which amounted to 113 crores in 
1913-14 and 31.9 crores in 1920-21, was estimated at 
61‘2 crores in the Budget for 1929-30 

Net military expenditure has now been reduced to 
about 65 crores. The Retrenchment Committee had 
recommended in 1922-23 that when prices fell, net 
military expenditure should be brought down to 60 crores. 
Though various economics have been effected, this has not 
been possible At present a programme is being carried 
out which includes the expansion of the air forces, the 
development of measures in connection with anti-aircraft 
and anti-gas regulations and the mechanisation of trans¬ 
port and fighting units. This was a four-year pro¬ 
gramme, beginning with 1927-28, and to cairy it out 
the Army budget will have to bo maintained at a figure of 
66 crores till the end of 1931-32 

The financial position is satisfactory This may be 
judged from the fact that iluring the past six years the 
Central Government has sacrificed a revenue of li crores 
from the cotton excise, 85 lakhs from import duties on 
machinery (now admitted fiee) and 1^ crores from opium, 
m addition to about 10 crores of provincial contributions 
In spite of these heavy sacrifices financial equilibiium has 
been maintained 

It is interesting to find that a great amount of capital 
development has been achieved in the past five years with 
a comparatively small increase in the public debt In the 
five years ending 31st March, 1928, Government under¬ 
took capital expenditure amounting to about Rs 120 
crores and £491 millions They raised by public loans 
about Rs 12 crores and £13 millions; no less than Rs.108 
crores and £36^ millions were provided from other 
sources. Of the total amount of capital expenditure, Rail¬ 
ways accounted for Rs. 69 crores and £48i. other capital 
works Rs. 12 crores and about £^ million , and advances 
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to the Provincial Loans Fund fls 39 orores The money 
was found as follows : 



Amount in crores 

Post Office Cash Certificates and Post Office 

Savings Banks Deposits 

37 

Other Savings Banks Deposits 

19i 

Revenue surpluses (including those in Revenue 

Reserve Fund) 

12 

Provision for reduction and avoidance of debt 

221 

Other appropriations from revenue 

3 

Reduction in opening cash balance in India 

16^ 

Depreciation and Reserve Funds 

25 i 

Provident Fund balances of Railway Companies 

9 

Gam by Exchange 

71 

Total 

152i 


Out of this total of 162f croies, the balance of 108 
croies, referred to above, was paid, leaving a surplus of 
444 crores The balance of sterling capital expenditure 
of £36i millions was found by the remittance of this 
surplus of 44f crores supplemented by a reduction of 
£4i millions in the sterling balances. 

The following statement shows the interest-bearing 
obligations of the Government of India outstanding at the 
close of each financial year 



1 



i 


j 

1 

In India, crores 

1 47G 

487 

515 

I 539 

554 

j 567 

1 604 

In England, £ Millions 

304 

324 

341 

' 342 

339 

344 

i 

352 

Crores 

j 405 

1 432 

1 455 

j 

1 457 

452 

459 

470 

Total interest bearing 
obligations, crores 

i 

881 

919 

j 970 

996 

1006 

1026 

1074 

Total productive assets held 
against the above obliga 
tions, croies 

633 

i 

1 

i 6G3 

1 

710 

749 ' 

786 

' 829 

872 

Cash bullion and securities 
held on Treasury account 
crores 

44 80 

50 47 

1 

1 57 35 

5196 ! 

37 43 ! 

1 

1 

24 26 

30 57 
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The proportion of productive assets to total interest- 
bearing obligations rose steadily from 72 per cent, in 1923 
and 1924 to 81 per cent in 1928 and 1929. 

These figures show a credit position of considerable 
strength It is therefore surprising that any tall in the 
market price of Government securities should have occur¬ 
red The market prices of certain typical securities of the 
Government of India are shown below ,— 


'ear. 

5 per cent tax free 
loan, 1945 55* | 

! ' 

3i per cent, 
loan' 

. Rupee 


Ks 

As 1 

Rs. As. 

1923 

89 

8 ! 

58 

0 

1924 

97 

12 1 

65 

14 

1925 

97 

15 

66 

9 

1926 

101 

1 

71 

6 

1927 

[ 107 


77 

7 

1928 

106 

11 ! 

76 

1 

1929 

103 

15 

72 

6 


It would seem that the prices which ruled m 1927 and 
in the beginning of 1928 were unduly high on account 
of the abstention from borrowing which had been possible 
in the preceding years. The Finance Member, Sir George 
Schuster, finds the fall in the value of the securities un¬ 
pleasant, but consoles himself with the reflection “that the 
higher prices of two years ago drove some mvesters to 
seek better yields abroad, and that, taking a broad view, 
we may be now on a healthier level.” 


(Market pnoe on the 20th February) 
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General Statement of the Bevenue and Expenditure charged to Revenue of the 
Central Government t?i India and in England In Lakhs of Rupees 


REVENUE 

Accounts 

1927-28 

Revised 
Estimates 
1928 29 

Budget 

Estimates 

1929-30 

Principal Heads of Rovonuo 

Customs 

18,21 

50,04 

51,22 

Taxes on Income 

15,06 

16,50 

15,60 

Salt 

b,63 

7,65 

6,35 

Opium 

3,95 

3,48 

3,06 

Other Hoads 

2,30 

2,20 

2,23 

Total Principal Heads 

76,16 

79,87 

79,44 

Railways net receipts as per Railway 
Budget 

38,67 

38,91 

40,55 

Irrigation, net receipts 

9 ' 

11 

13 

Posts & Telegraphs, net receipts 

31 

32 

58 

Interest Receipts 

3,62 

3,58 

3,46 

Civil Administration 

99 

1,01 

1,12 

Currency and Mint 

2,77 

2,68 

3,06 

Civil Works 

16 

16 

18 

Miscellaneous 

52 1 

88 

85 

Military Receipts 

1,51 

3,36 

3,49 

Provincial Contributions and mis 
cellaneous adjustments between 
Central and Provincial Govern¬ 
ments 

6 

1 5 


Extraordinary Items 

2,36 

27 

1,20 

Total Revenue 

1,27,26 

1,31,20 

1,34,06 
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General Statement of the Expenditure Charged to Revenue of the Central 
Government i?i India and in England In Lakhs of rupees 


Expenditure 

Accounts 
1927 28 

Revised 
Estimates 
1928 29 

Budget 

Estimates 

1929-30 

Direct demands on the revenue 

4,19 

4,09 

4,39 

Forest and other capital outlay 
charged to Revenue 

13 

6 

8 

Railways Interest and miscellaneous 
charges (as per Railway Budget) 

32,40 

33,45 

34,30 

Irrigation 

17 

22 

23 

Posts and Telegraphs 

79 

84 

81 

Debt Services 

15,61 

15,64 

15,60 

Civil Administration 

11,21 

11,49 

12,67 

Currency and Mint 

88 

74 

71 

Civil Works 

1,58 

1,71 

2,59 

Miscellaneous 

3,75 

4,17 

4,07 

Military Services 

56,34 

68,46 

58,59 

Miscellaneous ad|ustments between 
tht Central and Piovincial Go\ern' 
monts 

1 

35 

1 


Extraordinary Items 

18 

31 

2 

Total Expenditure charged to Revenue 

; 1,27,26 

1,31,20 

1,34,06 


Punjab Finance 

The Punjab was a gamer under the new arrangements 
with the Central Government which came into force on 
the 1st A.pril, 1921. This is brought out by the following 
table . 
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Due to the Central Govt 


Duo from the Central Govt. 


Details 

Amount 

Lakhs 

Details 

Amount 

Lakhs 

Moietv of total receipts fumi 




(a) Land ro\cnuo 

123 

(n) iftlis of expenditure on 


(f)) Plxciso 

51 

famine relief 

3 

(e) Stamps 

4‘2 

(f>) i of expenditure on Irri- 


(<i) Irrigation (net) 

163 

gation (including Into 
rest) 

45 



Total 

386 

(0 Other small items of 




expenditure 

40 

Deduct amount duo to 


(d) Rocurront assignments 


Punjab Government 

161 

from the Central to the 


Net amount pavablo 

225 

Punjab Govoinmont 

50 

Actual amount paid on 


(c) Half the receipts from 


account of fixed annual 
contribution for 1021 '22 

175 

taxes on income 

23 

Total 

161 

Gam under the now ar 


rangements 

50 




At the present time the total revenue of the Punjab 
Governii ent varies between 11^ and 12^ crores In 1921- 
22 it amounted to about 9 crores, since 1921-22 both the 
revenue and the expenditure have substantially increased 
The growth of expendituie on Beneficient Depart¬ 
ments calls for special mention These Departments are 
Education, Public Health, Medical, Agriculture, and Indus¬ 
tries. The following table shows the expenditure on 
Beneficient Departments in certain years — 


■ 1917-18 

1 Rs, 1000 

1 

Education 

6,25 

Medical 

44 

Public Health 

1,27 

Agriculture 

3,32 

Industries 1 

29 


1920-21 

1924-25 1 

1928 29 

Rs. 1000 

Rs 1000 I 

Rs. 1000 

! 

4,95 i 

1,09,28 

1,66,31 

96 

30,63 

53,27 

1,20 

14,87 

21,55 

6,67 

28,69 

57,93 

5 

1 6,85 

10,47 


There is no question that under the existing system 
more can be and has been done to develop the Beneficient 
Departments than it was ever possible to do under the old. 
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Punjab Finance. Rerenue. In thomandt of Rupees. 



Accounts 

1924-25 

Accounts 
1927 28 

Rev )sed 
estimates 
1928 29 

Budget 
Estimates 
1929 80 

Taxes on Income (a) 

1,90 

4 83 

8,86 

4,05 

Land Revenue (net) 

2,94,07 

8,00,15 

2,85,99 

2,82,07 

Excise 

1,18,95 

1,17,73 

1,29,80 

1,30,31 

Stamps 

1,16,01 

1,17,94 

1,28,18 

1,21,80 

Forests 

87,27 

81,94 

37,49 

85,14 

Registration 

8,88 

9,08 

9,26 

9,21 

Total 

5,77,63 

5,81,67 

5,89,03 

5,81 78 

Irrigation 

4,80,02 

4,08,27 

3,71,78 

4,50,13 

Interest 

6,91 

10,89 

9,70 

j 10,05 

Civil Admini‘.tration 

18,21 , 

21,28 

22,07 

1 30,00 

Beneficient Depts 

22,54 1 

j 

31,47 j 

36,47 

! 

96,09 

Civil Works 

6,32 

8.60 1 

5 04 

6,51 

Miscellaneous 

25,15 

28,86 

80,90 

34,92 

Miscellaneous adjust¬ 
ments between Cen 
tral & Piovinoial 
Governments 

1,02 

28 

i 


TotalRevenue Receipt! 

1 10,86 80 

10,90,82 

10,64 94 

11 49,48 

Extraordinary Items 

67,71 , 

1,16,05 

86,24 

1,04 97 

Total Revenue 

11,53,56 

12,06,37 

11,51,18 

, 12,54,45 


(a) Taxes on income represent the share of the Punjab Go\ernment 
in the growth of revenue denied from income tax collected in the Province 
as far as that growth is attributable to an increase in the amounts of 
incomes assessed 

(fc) Net Land revenue means gross land revenue »nww# revenue credited 
to irrigation For example, in 1927-28 the gross collections of land revenue 
amounted to 4,79,60 and the revenue credited to irrigation 1,79,45, which 
leaves 8,00,15 as vet land revenue. 
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Punjab Finance. Expenditwe charged to Revenue. 
In thousands of rupees. 



Accounts 
1924 25 

Accounts 
1927 28 

Revised 
Estimates 
1928 29 

Budget 

Estimates 

1929-30 

Direct deniandb on the 
Revenue 

76,80 

87,41 

87,40 

80,80 

Irrigation 

1,08,83 

1,20,80 

1,44,10 

1,40,83 

Debt Services 

95 

—22,89 

-27,09 

—22,29 

Civil Administration 

2,07,82 

3,10,53 

3,36,79 

3,47,01 

Beneficicnt Depth. 

1,90,79 

2,70,12 

3,09,87 

3,28,18 

Buildings and Roads 

70,18 

2,07,93 

2,15,89 

1,07,59 

Miscellaneous 

49,34 

07,44 

I 04,88 

04,92 

Contributions <S. assign¬ 
ments to Central & 
Provincial Govts 

1,75,84 


! 


Transfer to the Re¬ 
venue Reserve Fund 


15,00 



Total Revenue Ex 
pendituro charged' 
to Revenue ] 

9,70,55 

10,08,34 

11 , ,0,10 

11 ,1(),01 

Capital expenditure | 
charged to Revenue | 

1 

1,18,20 

72,00 ' 

1 

30,07 

Total expeiidituie 
charged to Revenue 

9,70,50 

11,80,51 

12,02,30 , 

11,49,31 




CHAPTER XXVIII. 

India’s Taxable Capacity. 

The taxable capacity of a people is the maximum 
amount that they can contribute towards the expenses of 
the State. It is found by deducting from their total 
income from all sources the minimum amount required for 
consumption, for replacing old capital and for new 
additions to capital. 

If allowance is not made for the replacement ot 
capital as it wears out and for additions to the country’s 
apparatus of production, industrial efficiency will 
suffer, which must react on the income-earning capacity 
of the people Fuithcr, minimum consumption does not 
mean baio subsistence, or the amount reipiired to keep a 
woikcr’s body and soul together Minimum consumption 
must be interpreted as consumption necessary for effi¬ 
ciency. Taxable capacity, oi the taxable surplus, is a 
surplus of production over costs m this sense J A 
Hobson says 

“I may suramiri'^e this inahsis of 'ihilit\ to boar in the follo\ung geneial 
terms. Those elements of ineomo which .iic n«cossu\ in\inents to owners of 
piodiictive agents, in order to sustain the productue efliticnc} of an agent 
and to evoke its applic.\tion, r.ink a-^ costs’of production, and base no 
abihtj to boar taxation The st\ndard w iges required to keep <\ working 
class famil) on such a Ie\el of efliciencj and comfort as will maintain and 
tcoko the regular appln ition of its lalioui power constitute labour ‘ costs ’ 
Such salaries, fees and profits .n are nccessrrv under existing social and 
economic conditions to sccuie the suppl. of the requisite amounts of business 
and professional abilit\ needed for the imti it ion, orginiz ition and manage 
ment of productive cntcrpiise, must siinilirlj rank as 'costs’of ability or 
brain labour To these must be add(?4. under anv sjstom of private enter¬ 
prise, the minimum interest required to evoke the imount of saving and the 
application of new capital needed to furnish the pUnt, tools and materials 
for the productive processes” * 

* Taxation m flit State by J A Hobson, pp 41 42 
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In his Science of Public Finance Mr. Findlay Shirras 
attempted to determine India’s taxable capacity and on 
the basis of his figures ho reached certain conclusions 
regarding the burden of taxation in India, as compared 
with that in England, in the year 1922. The figures are 
interesting. Mr Shirras found that effective taxation in 
the case of India in that year was 4 per cent of the gross 
income as compared with 24 per cent in that of the 
United Kingdom, and 30 per cent of taxable eapacity as 
against 82 per cent in the United Kingdom. Ho indeed 
points out that the figures “must not be interpreted too 
rigorously ”, still the impression that they leave on the 
reader’s mind is that India is, comparatively, a lightly 
taxed country. AVc are also oiten told by propagandist 
writers, who have never made any study of the subject, 
that India is the most lightly taxed country in the world 
Now it IS almost impossible to make international 
comparisons of tax-burdens This is chiefly because the 
things that we compare are not the same The economic 
organizations of two countries like India and England are 
different in an agricultural country the flow of produc¬ 
tion and income is less regular and constant (as it depends 
on the vagaries of the monsoon) than in a manufacturing 
country, the .systems of taxation are also different our 
land revenue, for example, is a peculiarly Indian product, 
and the Indian income-tax, both in regard to the basis of 
assessment and the method of assessment, differs from the 
British income tax, the levels of income oi prosperity in the 
two countries are not the same, and this vitally affects 
tax-bearing power; finally, the burden of taxation also 
depends on such factors as {a) the objects on which the 
income of the State is largely spent and (h) whether the 
proceeds of taxation are spent in the country in which the 
taxes are raised, or a considerable proportion is spent 
outside the country, as in the case of India It will be 
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seen that apart from the difficulties involved in measuring 
taxable capacity, international comparisons of taxable 
capacity must take account of so many different and 
involved factors, tliat conclusions based on them, as in the 
case of India and Great Britain, are scarcely of any value. 

I propose to examine in some detail Mr. Shirras’s 
estimate of our taxable capacity Mr. Shirras’s estimate 
of our national income includes all sources of agricultural 
as well as non-agricultural income, and among estimates 
of our total income made by several writers, Mr Shirras’s 
IS the highest 

As regards such csl.imates it ha*! to bo noted that 
they must bo largely based on conjectural elements In 
chapter II, I have given my estimate of the agricultural 
income of ordinary cultivators of the Punjab The esti¬ 
mate has some claim to accuracy, unless figures of yield of 
the principal crop-i and of the \aluo of the crops given m 
the official Season and Crop Jitporf, Punjab^ are unreliable. 
The estimate would gain in completeness but lose in 
accuracy if it included conjectural elements like milk, etc 
I mention milk particulaily because its estimated value for 
the whole of British India in 15)21-2*2 in Mr Shirras’s 
estimate is 16 (i per cent of the total value of all produce 
Mr Shirras takes production at 290,t>b5,151 maunds, at 
about Bs 10.7 per maund the value of milk produced is 
estimated at 310,36 lakhs’*’. 

Now assuming that statistics of the number of milch- 
cows and buffaloes in the whole of British India are 
reliable, there is room lor great uncertainty and dijfferences 
of opinion as regaids the production of milk in a given 
year If lower figures wore taken for the production of 
milk and its value, the estimated natioital income for 
1921-22 would be somewhat reduced, and taxable capacity 
more perceptibly diminished. 

Tht Science qf Public Finance, p 140, 
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Remembering, then, the conjectural element that 
enters into such calculations, wo proceed to discuss Mr. 
Shirias’s estimate of the taxable capacity of British India 
m the year 1921-22. The following is a summary of his 
estimate 

Taxable Capaviti/ of British India * 

Table I 



1010 11 
(Census 
of 

1011 ) 

1020 21 
(Census 
of 

1021 , a dis¬ 
tinctly bad 
year). 

I 

1921-22 

(good 

for 

agriculture, 
but year 

of 

trade de- 
probhion) 


1 

Lakhs 

Lakhs. 

Lakhs. 

1 . 

1 

Total Income 

1042,00 

2598,00 

2866,00 

2 

lilinimum Consumption 

1211,00 

2220,00 

2220,00 

3 

Scod and manure 

141,00 

172,00 

198,00 

4 

Replacement and ordinary ad 





ditions to capital 

25,00 

46,00 

55,00 

5 

Taxable capacity, 1 - 2 t 3 + 4 

562,00 

161,00 

393,00 

6 

Effective taxation 

79,69 

118,61 

129,33 

7. 

Balance, 5-6 

482,31 

42,39 

272,61 


According to those figures, efToctive taxation amounted 
to 14 per cent of taxable capacity m 1910-11, 74 per 
cent in 1920-21 and 33 (not 30) percent m 1921-22. 

Given a certain total income, taxable capacity can 
be made as high as one likes by adopting a low standard 
of minimum consumption Mr Shirras thus explains 
the allowance for minimum consumption 

“The allowance for minimum consumption has boon arrived 
at after a study of family budgets collected by the Labour Office of the 
Government of Bombay, and the figures have been corroborated by similar 
inquiries elsewhere. The standard of comfort is an elastic term, and taxable 


F. Shirras, loc, cit., p 147. 
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capacity will vary with different standards of comfort In India, the standard 
18 low, and one hxikh hopefully to education and geater productivity as a 
moans to the raising of this standard of living. We take then the standard 
of living as it 18 and not what it ought to bo ”* 

I have said above that miiumum consumption must 
not bo interpreted as bare subsistence. The Inquiry 
by the Bombay Labour Office, as we have seen in a 
precedin^^ chapter, lovcaled the interesting fact that the 
workers in the cotton mill industry consume a smaller 
quantity of ceioals than the diet picscribed in the 
Bombay Jail Manual Mr. Shirras’s reference to the 
Bombay inquiry is enough to excite distrust But 
this IS not all Starting fiom a consumption allowance 
of Rs. 240 a year for a family of five persons m 1910 
(Rs. 48 per head) mentioned by Jack in his Economic 
Life of a Bengal District, and assuming that the prices 
of food grains in 1922 were 90 per cent higher as 
compared with the year 1910, Mr Shirras allows Rs 90 
per head for minimum consumption in 1922, But 
prices had risen more than 90 per cent The rise in the 
prices of the principal food grains in 1920-21 and 1921-22 
IS shown by the following table 


Pritc'i of food grains Figura in brackets are index numbers. 


Food grams 

I 1910 

|Rs a p 

1921 

Rs a p 

1922 

Ks a p 

Rice, .ivorageof Moonghyand Ballam, 
per Md 

3 8 6 (100) 

7-8 G (213) 

6-11 0 (169) 

Wheat, Club No 2 Ter Md 

4 2 0 (100) 

7 4-0 (176) 

8-2-0 (197) 

Other food grains— 

Scots 

Seers 

Beers 

Joivavy per Ro 

15 8 (100) 

6 39 (247) 

8 72 (181) 

Jiajra ,, 

1 14 31 (100) 

5 67 (257) 

7 04 (203) 

Gram ,, 

, 17 02 (100) 

6 87 (290) 

7 27 (230) 

Barley ,, i 

1 20 3 (100) 

8 32 (244) 

9 74 (208) 

Raqi ,, 

13 98 (lOO)j 

7 84 (178) 

8 51 (164) 

Average 1 

(/00)| 

{299 3) 

* 096 6) 


* F Shirras, loc cit., p, 146 
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[These prices have been taken fiom Index Numbers 
of Indian Prices^ 1861-1026 (Commercial Intelligence 
Dept) The prices of rice and wheat aio wholesale 
and those of “ Other food grains ” retail. In order to 
convert the retail prices quoted into wholesale, we may 
reduce all quantities in seers given above by 2 or 3 per 
cent, the extent of the rise of prices would not be 
affected thereby ] 

It IS seen that as compared with 1910 the average 
price of the food-grains mentioned above rose 96 6 
per cent in 1922, or about 7 per cent more than the 
figure assumed by M Shin as This, as we shall pre¬ 
sently see, IS a point ol some impoitanoe. 

[It would be mteiosting to know what figures of 
prices were used by Mr Shirras None are quoted in 
the book ] 

Taking Rs 48 as the minimum consumption 
per head in 1910-11, the allowance for minimum con¬ 
sumption in 1921-22, without assuming ang rise in the 
standard of consumption^ would bo Rs. 94 4, for this sum in 
1921-22 was equal in purchasing power to Rs. 48 in 
1910-11. The total allowance for minimum consumption 
for a population of 247 millions in 1921-22 thus amounts 
to Rs. 2331,68 lakhs, instead of Rs. 2220,00 lakhs 
assumed by Mr Shirras 

Taking Rs 2331,68 lakhs as the minimum consump¬ 
tion, taxable capacity in 1921-22 may be estimated 
as follows 
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Tahte II. 



1910 11 

Lakhs 

1920-21 

Lakh 4 

1921-22 

Lakhs 

1 

Total income 

1942.00 

2598,00 

2866,00 

2 

Minimum consumption 

1214,00 

2331,68 

2331,68 

3 

Seed and manure 

141,00 

172,00 ' 

198,00 

4 

Replacement and ordinary addi 





tions to capital 

25,00 

45,00 ! 

55,00 

5. 

Taxable capacity, 1-24 114 

562,00 

49,32 1 

281,32 

6 

Effective taxation 

79,09 

118,61 1 

129,33 

7, 

Proportion of effective taxation 





to taxable capacity | 

14% 

140% ' 

46% 


It IS seen that effective taxation in 1921-22 amounted 
to 40 per cent of taxable capacity 

This figure cannot be accepteil as showing the burden 
of taxation in 1921-22 without certain reservations 

(1) Following Mr Shirras I have assumed that 
Rs 48 per head was sufficient as allowance for 
minimum consumption in 1910-11, and theiefore JRs 94.4 
in 1922. But even a small increase of about three rupees 
in this allowance would laiso the proportion of effective 
taxation to taxable capacity fiom 40 per cent, to 
about 61 per cent 

* The total allowance for miunnum consumption made b) Mr Shirras 
for 1910 ll IS 1214 crorcs for a population of 242 7 millions, or Rs 50 
per head On this basis, prices ha\ing risen 9G G pci cent m 1922, 
minimum consumption would amount to Rs 97 2 per head, or a total of 
2400,84 lakhs The result is the reduction of taxable c.spacitv from 393,00 
lakhs (see Table I) to 212,16 lakhs and the rise in the proportion of effective 
taxation to taxable capacity to about G1 per cent 

Mr Shirras’s statement that public authorities in India took 30 per cent 
of the total taxable capacit> in 1921-22 is misleading Firstly, taking the 
minimum consumption per head in 1910 to be Rs 48 and.-illowing for the 90 
per cent rise in the prices of food-grams assumed by Mr Shirras, the allow 
Bnce for minimum consumption in 1921-22 would be Rs 91 2 per head, or 
Bs 2252,64 lakhs for a population of 247 millions, not 2220,00 lakhs 
(see Table I). The taxable capacit> would be Ks 360,36 lakhs (not 
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(2) In an agricultural country taxable capacity must 
be considered with reference not to a single year, but a 
period of 3 to 6 years As against 46 per cent in 1921- 
22, oftective taxation amounted to 140 per cent of taxable 
capacity in 1920-21, which moans that in that year taxes 
were paid by unduly restricting necessary consumption 
and making less than necessary allowances for replace¬ 
ment and new additions to capital. The losses of one year 
must be set off against the profits of other years It 
follows that the burden ot taxation in 1921-22 was much 
heavier than is indicated by the proportion of taxation to 
taxable capacity for that year If the total income, costs 
and taxation for the two years aio combined, effective 
taxation is found to bo about 76 pei cent of taxable 
capacity 

Taxable capacity of Bt itish India {see Table IT) 




1 1920-22 Lakhs 


1 

Total income 

5464,00 


2 

Total cost 

5133,30 


3 

T ixablo capacity, 1—2 

330,01 


4 

Effective taxation 

247 94 


5 

Proportion of taxation to taxiblo 
capacity 

74 9 per cent 



The figures, of course, aio not exact and, as has been 
said above, a correct measuie of taxable capacity can only 


393,00 Idkhb, a difTerence of more than 324 crores), and the pioportion 
of effective taxation to taxable capacity would be 30 not 30 per cent. 
Secondly, as we have seen, the actual rise of prices in 1922 was ,il out 97, 
not 90 per cent Thirdly, having allowed Rs 50 per head for imnimum 
consumption in 1910-11 Mr Shirras should have allowed at least Rs 95 
in 1922, m view of the 90 pet cent use in the prices of food grams assumed 
by .him At the rate of Rs 95 per head, the total allowance for minimum 
consumption would be Rs 234G,50 lakhs, taxable capacity would bo 
Rs 266 50 lakhs , and the proportion of effective taxation to taxable capa¬ 
city 48 5 per cent. 
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be arrived at (given reliable estimates of income and cost) 
by considering income and cost in a period comprising 
good, bad and indifferent years It must, however, be obvious 
that in a good agricultural year taxation amounts to 
about half the taxable capacity, and in a bad year to much 
more than the total taxable capacity The average for 
three or five years may be nearer 76 than 60 per cent. 

(3) It should not be forgotten that in the estimates 
of total income no allowance has been made tor that part 
of income which is lost to the country in the shape of 
profits of industries controlled by foreign capital, nor has 
any allowance been made tor tax-receipts spent outside 
the country. 

(4) Finally it is relevant to point out that per capita 
income of India in 1922, according to Mr Shirras, was 
Rs 110. This may be compaied with the pre-War esti¬ 
mate of £50 (eijual to Rs 750) for the United Kingdom 

The burden of taxation has increased substantially in 
recent years We have seen that in 1910-11 taxation 
represented only 14 per cent of the taxable capacity. 

It has been said above that the Indian income-tax 
differs both in regard to the basis of assessment and the 
method of assessment from the British income tax These 
differences may bo briefly explained 

Under the Act of 1918 the basis ot assessment in 
India was income for the cm rent year, the present basis is 
income for the previous year This is an improvement 
upon the old practice, but there is no provision under the 
existing system for the setting off of losses against profits 
of subsequent years The basis of assessment in the 
United Kingdom is the average income of three years. 

The exemption limit in India is high, but no pro¬ 
vision IS made for allowances in respect of wife, children 
and dependents. Marriage is universal in India, but the 
tax-bearing capacity of different families with the same 
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income is not the same. It is affected not merely by the 
number of children and dependents but by the number of 
boys receiving school or college education, as all parents 
know. 

No differentiation is made between earned and un¬ 
earned incomes in India. The great majority of unearned 
incomes are, however, those derived from investments in 
the land, and there would not be much use in differentiat¬ 
ing between earned and unearned incomes so long as agri¬ 
cultural incomes remain excluded from the operation of 
the income-tax. 

The method of giadiiation in India is not ideal. In¬ 
comes are divided into classes and different rates are 
charged according to the class to which the income 
belongs. To guard against an obvious defect, provision 
has been made for reduction m the amount of income-tax 
payable by an assessee in cei tain cases, but as pointed out by 
the Taxation Enquiry Committee, the defect is not entirely 
removed by Sec 17 of the Income Tax Act of 1922* 

*Tbis Section provides that where, owing to the fact that the total income 
of any assessee has reached or exceeded a certain limit, he is liable to pay income- 
tax or to pay income-tax at higher rate, the amount of income tax payable by 
him shall, where necessary, be reduced so as not to exceed the aggregate of the 
following amounts, namely— 

(a) the amount which would have been pa> able if Ins total income had 
been a sum less by one rupee than that limit, aud (h) the nnount by which 
his total income exceeds that sum 

The rates of income-tax are given below. 

In the case of every undivided Hindu family, every individual and every 
unregistered firm 


Range of income 


Rah 

Income less than Bs 2000 


Nil 

Rs 2,000 or upwards, but less than 

Rs 5,000 

5 pies in the Re 

Rs. 5,000 

Rs 10.000 

G 

Rs. 10,000 

Rs. 20,000 

y 

Rs 20,000 

Rs. 30,000 

1 auna 

Rs 30,000 

Rs 40,000 

1^ annas ,, 


Rs 40,000 or upwards 

In the case of every company and every registered 
firm whatever its total income li 
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The income tax is heavy It will be admitted that 
the whole of the income of an assessoe above Rs 1,999, 
making no allowance for cost of living, children or depen¬ 
dents, IS not taxable income. In fact, no attempt is made 
m this country to discover any one’s taxable income as is 
done in the United Kingdom * 

It may be hoped that as more experience is gained of 
the working of the income-tax, the more obvious defects of 
the present system will be removed. 

Reform of the land revenue is moie urgently neces¬ 
sary. 

As we have seen, the land revenue is no longer a 
source of Imperial revenue But it is an important source 
of Provincial revenues, and a-> such its nature and the 
burden that it imposes upon the landholder deserve our 
careful attention 

The land revenue administration m different parts of 
the country shows great variety. Permanent settlement 
was introduced in Bengal in 1793, Ma<lias and Bombay have 
ryot wan settlements under which the settlement is made 
with the cultivating proprietor, and the United Provinces 
and the Punjab have village (mahalwari) settlements which 
are based on the joint and several responsibility of the 
village bodies, by means of a representative lambardar, for 

The super tax is levied on the excess over 50,000 rupees of total income at 
rates rising from 1 anna for every rupee of the first 50,000 rupees of such excess 
(in the case of every company) to six annus m the ruiKic on the highest incomes 
• The method of graduation in England is as follows From the total 
income of the tax payor for the }ear a suui equal to one sixth of the earned 
income is deducted (Finance \ct, 1925) subject to a maximum of £200. The 
romamdor IS called “assessable income'' (the exemption limit ranges from 
£135 to £150 of assessable income according as the income is wholly investment 
or wholly earned) Fixed deductions are m<Mlc from the “ assessable income '* 
for the tax payer himself, for his wife, children and certain dependents 
What IS left IS called “taxable income '' The first £225 of the “taxable income” 
is charged at one half the standard late The standard rate is fixed by Parlia¬ 
ment at the commencement of each financial year It amounted to 6s. in the 
£ in 1920-21 and is at present 4s. in the £. 
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the payment of the revenue. The settlements made, 
except in permanently settled tracts, are temporary The 
revenue demand can be, and is in most cases, enhanced at 
the end of a fixed term of years, generally 30 (in the 
Punjab now 40 years). 

While there is general agreement as to the progressive 
reduction of the State’s share in the profits of cultivation 
under British rule, there is great uncertainty as to the 
amount that is actually taken by the State Figures for 
different provinces are quoted in the Report of the Taxa¬ 
tion Enquiry Committee, and the Committee thus com¬ 
ments on them 

“The factor which chiolly forces itself on the attention m connection with 
these figures is the extreme unceitainty as to what is the share taken of the 
net produce of the land, which share was till quite recently the chief source of 
revenue of the State In other countries, as has been soon, the land tax is 
imposed at a definite Tate upon a definite basis of assessment In India the 
basis may be rentals or net assets The rentals may be customaiy, controlled 
or assumed The not assets may include or exclude the subsistence of the 
cultivator The rate may vary with the opinion of the individual settlement 
officer as to the circumstances of the tract, with the conditions of the district 
at the time of settlement, with the conditions of tenancy, or with the opinions 
of the Local Government of the day as to what is a reasonable increase to 
take Asa consequence, it is impossible to say what is the incidence of the 
land revenue upon the land”*. 

On an average, perhaps, 25 per cent of the net assets 
IS taken, which has now been prescribed as the maximum 
of the State’s share in the Punjab. 

What IS the nature of the payment made by the 
landholder to the Government Is it rent or a tax V 

The question has been long divscussed The following 
points may be taken as established!. 

(1) The Hindu or Muhammedan rulers never claimed 
exclusive rights in the land; in other words, they definitely 
recognised the existence of private property in the land 

* Report p 77. 

t See Report of the Taxation Enquiry Commxttee (1924-25J, pp 61-2. 
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(see above chapter II, p. 32) 

(2) Thfe Government have no proprietary right in the 
case of lands under permanent settlement. 

(3) In temporarily settled tracts the zamindars and 
ryots hold proprietary rights subject to the payment of 
land revenue. Government is not the owner of cultivated 
land in villages and estates As Baden-Powell says • 
“ The Government is certainly not owner of this, the 
utmost it does is to regard tlio land as hypothecated to 
itself as security (in the last resort) for the Land Revenue 
assessed on it He concludes that the discussion regard¬ 
ing the nature of the land revenue is “ a profitless war of 
words ” The land revenue is “ a thing per se ” and it 
“ operates as a tax on agricultural incomes ’ 

As a tax on agricultural incomes the land revenue 
IS a bad and oppressive tax. There is no exemption limit 
and no graduation As the Taxation Enquiry Committee 
put it, the land revenue “ viewed as a scheme of taxation 
IS not only not progressive, but actually tends in the 
opposite direction ”t It is an old tax but the dictum 
that an old tax is a gooil tax does not apply in the present 
case, for conditions, from the point of view of the land¬ 
holder, in consequence of the laws of inheiitance and other 
causes, have, in the couiso of centuries, changed materially 
for the worse 

The smallest holder pays the land revenue, 25 per 
cent of the net assets (let us say), as the largest holder. 
It IS the largo holder who has benefited most by the 
progressive reduction in the State’s demand mentioned 
above, for prices having risen, he has been able to pay 
the land revenue by selling a progressively smaller 
quantity of his surplus produce. The small holder, on 
the other hand, having little or no surplus, must find it 

* Land /tevenue in Brtiish India, p 49 

t Rtport qf the Taxation Enquiry Committee, p, 77. 
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increasingly difficult to bear the burden of the tax, parti¬ 
cularly when his holding tends to become progressively 
smaller and uneconomic. 

Taxation should rest on surplus or taxable capacity. 
It will be ridiculous to talk of any “ surplus” or “ taxable 
capacity” in the case of holders of less than B acres (68 
per cent of the total number of owners in the Punjab), 
living on the margin, not of comfort but of bare sub¬ 
sistence. 

The Taxation Enquiry Committee recognised that the 
land revenue operated haidly on small cultivators But 
they suggested no measures of relief They recommend¬ 
ed that “ for the futuio the basis of the settlement should 
be annual value ” by which is meant “ the gross produce 
less cost of production, including the value of the labour 
actually expended by the farmer and his family on the 
holding, and the return for enterprise ” This is not a new 
principle, enunciated for the first time, nor will a standard 
rate of assessment of not more than 26 per cent recom¬ 
mended by the Committee form a new departure in the 
land revenue policy A Punjab official, Mr. J. P. (later 
Sir Patrick) Fagan wiote about assessments in the Punjab 
in 1921 

" There is now no picsumption that tho actual assessment should be 
equal to half the net assets In point of fact the proportion of net assets 
taken for land revenue in the assessments which have been carried out during 
the last ten years has on the average boon about one fourth, and m some 
cases, indeed, less has been taken even than that fraction”* 

“ Net assets ” mean the same thing as “annual value” 
of the Taxation Enquiry Committee 

We may agree with the Committee that the real 
relief of the poorest cultivator will be found “ in a better 
system of rural economy generally rather than in a change 

*Land Revenue by J. P Fagan (1921), p 23 Printed by Punjab 
Government Branch Press, Simla 
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of the land revenue system.”* It is obvious that the 
poorest cultivator would not feel the burden of the land 
revenue if he were not so poor, that is, if he produced a 
larger amount of wealth But it is certain that any in¬ 
crease in agricultural production that may take place as 
the result of agricultural improvement will be largely 
neutralised by the growth of numbers. The cultivator 
60 years hence will be as poor as he is to-day, if not 
poorer (on account of a further decrease in the size of 
the holding), unless the pressure ol population on the soil 
can be reduced. In these circumstances the ([uestion 
of giving the poorest cultivator relief in other and more 
practical ways must be considered. 

The Taxation Enquiry Committee have recorded 
their opinion that the land revenue “is a tax in rein 
[on things] levied at a flat rate ” and therefore it is “ im¬ 
possible either to graduate it or to give exemption to 
particular lands because of the circumstances of the 
persons who cultivate them ”t 

The land revenue is a certain proportion of the net 
assets, and net assets mean nothing but the surplus pro¬ 
duce of the land, or its economic rent—in other words, 
net income from the land The whole object of the 
process of assessment is to determine the net assets of the 
difFeient assessment circles into which a tract under settle¬ 
ment IS divided The Settlement Officer in his assessment 
report proposes certain average all-round assessment rates 
per acre of soil or crops, but these rates are deiived from 
his estimate of the net assets of the class of soil concerned 
Ultimately, then, the rates proposed and accepted by the 
Government represent a tax on agricultural income 

It will also be admitted that the ground for the en¬ 
hancement of the Government demand at a new settlement 
IS increase m the net income from the land. 


t Report, p. 88 
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When net income i9 the basis of the land revenue 
demand, the land revenue must be treated as a tax on 
agricultural income. The present position is anomalous 
because what operates as a tax on income is administered 
like a tax on things. 

The reform of the land revenue consists in abolishing 
the so-called tax on things and substituting iii its place 
a graduated tax on agricultural incomes, with an exemp¬ 
tion limit The principle must be recognised in the case 
of agricultural as it is in that ot non-agiicultiiral incomes, 
that no burden shall be imposed where the ability to pay 
IS nH^ and that the sacrifice demanded fiom the tax-payer 
shall be in proportion to his real ability to bear tax- 
burdens 

It will, perhaps, be objected that the yield of the 
proposed tax on agiicultural incomes will be less than that 
of the land revenue. This is not an argument that will 
convince the small-holder—the gap must be filled from 
other sources and by cutting down expenditure 
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